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FOREWORD
This p r e s e n ta t io n  i s  d iv id ed  in to  .fo u r m ajo r p o r t io n s  % the- i n t r o ­
d u c to ry  m a te r ia l  encom passing background, o b je c t iv e s ,  j u s t i f i c a t i o n s ,  and 
m ethods; a  p re s e n ta t io n  o f  th e  g e n e ra l n a tu re  o f  th e  w h o le sa le r , empha­
s iz in g  h is  r o le  as  a  m ark e tin g  in te rm e d ia ry  in  th e  lum ber d i s t r ib u t io n ;  
a  d is c u s s io n  o f  th e  w h o le sa le rs  in  th e  th re e  su b re g io n s , i l l u s t r a t i n g  
t h a t  th e  w h o le sa le rs  ad ap t t h e i r  o p e ra tio n s  to  th e  m arket environm ent o f  
which th e y  a re  a p a r t ;  and th e  l a s t  s e c t io n ,  which p re s e n ts  th e  a u th o r ’s 
o p in io n  as  to  th e  f u tu r e  o f  lum ber w h o le sa lin g .
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CHAPTER I
INTRODUCTION
I n d u s tr ie s  which a re  e s s e n t i a l l y  re so u rc e  based  a re  found to  be 
c o n c e n tra te d  n e a r  th e  so u rce  o f  supp ly  f o r  th e  raw m a te r ia ls „ For ex­
am ple, m ajo r u s e rs  o f  co a l a re  u s u a l ly  lo c a te d  n e a r  th e  c o a l m ines, and 
o i l  r e f in e r i e s  u s u a l ly  a re  s i tu a te d  c lo s e  to  th e  o i l-p ro d u c in g  f i e l d s . 
The lum ber in d u s try  c lo s e ly  fo llo w s t h i s  p a t te r n ,  as th e  saw m ills  which 
c o n v e r t th e  raw m a te r ia ls  ( lo g s )  to  a  s e m i-f in ish e d  p ro d u c t (lum ber) a re  
lo c a te d  n e a r  reg io n s  o f  f o r e s t  r e s o u rc e s „
The prim ary  lum ber p roducing  a re a s  of th e  U nited  S ta te s  do n o t
conform to  th e  p rim ary  lum ber consuming a r e a s . For exam ple, o f  th e
eleven., g e o g rap h ica l a re a s  o f  th e  U nited S ta te s  t h a t  consume more th a n
one b i l l i o n  board  f e e t  o f  lum ber p e r  y e a r ,  o n ly  one o f  th e  e lev en  a re a s
1produces a  s u f f i c i e n t  q u a n t i ty  o f  lum ber to  match i t s  consumption., The 
lum ber p ro d u c tio n  su rp lu s  o f  some re g io n s , and th e  lum ber p ro d u c tio n  
d e f i c i t  o f  o th e r  re g io n s , in tro d u c e s  th e  problem  o f  t r a n s f e r r in g  th e  
lum ber s u rp lu s  to  re g io n s  which produce a n .in a d e q u a te  su p p ly  o f  lum ber 
r e l a t i v e  to  t h e i r  consum ption re q u ire m e n ts0 T h is , in  e ssen ce , i s  a 
problem  o f  d i s t r i b u t io n .
The im balance o f  lum ber p ro d u c tio n  g r e a te r  th an  lum ber' consump­
tion  i s  b e s t  i l l u s t r a t e d  by th e  s t a t e s  o f  Montana, Idaho , Oregon, and 
W ashington. These fo u r  s t a t e s ,  h e r e a f t e r  r e f e r r e d  to  as th e  P a c if ic
i  1
^To X0 H olland , "How to  Gauge th e  E f f ic ie n c y  o f  Lumber D is tr ib u -  
F o re s t  I n d u s t r i e s , LXXXXX (S e p t . ,  1962), 1*2.
1
b
N orthw est, produced f i f t e e n  t r i l l i o n  board f e e t  more than  th e y  consumed 
in  19^8o I f  th e  lum ber p roducers  in  th e  P a c if ic  N orthw est a re  to  con­
t in u e  to  o p e ra te ,  a mechanism m ust e x i s t  to  t r a n s f e r  t h e i r  p ro d u c tiv e  
su rp lu s  to  re g io n s  in  which lum ber p ro d u c tio n  i s  l e s s  th an  lumber con­
sum ption . T h is in te r - r e g io n a l  t r a n s f e r  o f  lum ber i s  th e  b a s is  f o r  th e  
e x is te n c e  o f  th e  channel o f  d i s t r ib u t io n  f o r  lum ber. A lthough th e  i n t e r ­
re g io n a l t r a n s f e r  o f  lum ber i s  th e  b a s is  f o r  th e  channel o f  d i s t r i b u t i o n ,  
a channel as such i s  a concep t and does n o t  s p e c i f y ,  n e c e s s a r i ly ,  a  fa n e -  
t io n a l  re la t io n s h ip .-^  The term  channel becomes an  academic term  to  
d e sc r ib e  th e  movement o f  lum ber from the  p ro d u ce r to  th e  consumer, and 
th e  term  channel becomes more d e f i n i t e l y  d e f in e d  a s  a group o f  firm s 
which “c o n s t i tu te  a lo o s e  c o a l i t io n  engaged in  e x p lo i t in g  jo in t  oppor­
tu n i ty  in  th e  m a rk e t.19̂
The fo cu s  o f  t h i s  p re s e n ta t io n  is  on th e  im portance o f  th e  lum ber 
m arke ting  in te rm e d ia ry  a s  a  channel member in  th e  m ark e tin g  o f  th e  lum ber 
produced in  th e  P a c if ic 'N o r th w e s t .  The  ̂ im portance o f  th e  lum ber w hole­
s a l e r  as  a  m arke ting  in te rm e d ia ry  agei^f has been v e r i f i e d  by-numerous 
s tu d ie s  r e l a t i n g  to  th e  d i s t r i b u t i o n  o f  lum ber. Two ©f th e  s tu d ie s  have 
focused  on th e  im portance o f  th e  w h o le sa le r  as a m arke ting  a g en t f o r  
lum ber produced in  M ontana. These two s tu d ie s  p in p o in te d  th e  im portance 
o f  the  w h o le sa le r  in  th e  channel o f  d i s t r i b u t io n  and a ttem p ted  to  p la ce
2l b l d . ,  p . U3.
3 p h i l i ip  MeVey, ’“Are Channels o f  D is t r ib u t io n  What th e  Textbooks 
Say?'* ed 0 W illiam  Lager and Eugene K e lle y , M anageria l M arketing (Home-
% w igirCTin-M r i g r wi'ir ii- r  w if w i mm.1 u 1 m w f t f W a W B
wood, I l l . g  R ichard  D. I rw in , I n c . ,  1962), p .  kok»
k'vfroe A nderson, "The Development o f  M arketing  C hannels ,"  ed . R. M.
C lew ett, M arketing  Channels f o r  M anufactured P ro d u cts  (Homewood, H I .  
R ichard  D. Irw in , I n c . ,  195h77V ^3^«
3
th e  w h o le sa le r  a s  a p rim ary  o u t l e t  f o r  the  p ro d u c tio n  o f  th e  saw m ills in  
M ontana.'’ Two o th e r  s tu d ie s  p laced  th e  w h o le sa le r  a s  th e  p rim ary  sup­
p l i e r  o f  th e  r e t a i l e r s  in  th e  N o rth e a s t and th e  S o u th e a s t . The N orth - 
e a s te rn  s tu d y  s ta t e d  t h a t  o v e r 80 p e rc e n t o f  th e  lum ber so ld  by r e t a i l e r s  
in  t h a t  a re a  was o b ta in e d  from lum ber w h o le sa le rs  lo c a te d  in  th e  P a c if ic  
N orth w est.^  The s tu d y  conducted w ith in  th e  S o u th e a s te rn  s e c t io n  o f  th e  
U nited  S ta te s  showed a s im i la r  dependency on th e  N orthw estern  lum ber 
w h o le sa le rs . T hat s tu d y  found th a t  o v er tw o - th ird s  o f  the  lum ber so ld
by r e t a i l e r s  in  t h a t  re g io n  was o b ta in ed  from w h o le sa le rs  lo c a te d  in  th e  
7
N orthw est.
A lthough th e  w h o le sa le rs  lo c a te d  in  th e  P a c i f ic  N orthw est have 
been found to  be im p o rtan t in  m arke ting  th e ' lum ber produced w ith in  t h e i r  
re g io n , l i t t l e  q u a n t i t a t iv e  a n a ly s is  o f  th e  methods employed by the  
w h o le sa le rs  to  m arket th e  lum ber to  r e t a i l e r s  lo c a te d  o u ts id e  th e  whole 
s a l e r s ” re g io n  has been p re s e n te d . The la c k  o f  in fo rm a tio n  as  to  th e  
methods and p ro ced u res  employed by th e  w h o le sa le rs  in  m arketing  th e  
lum ber produced in  th e  P a c if ic  N orthw est p re s e n ts  a  s e r io u s  handicap  in  
th e  a n a ly s is  ©f th e  ch an n e l o f  d i s t r i b u t i o n .  More in fo rm a tio n  r e l a t in g  
to  th e  w h o le sa le r  and h is  o p e ra tio n  in  th e  chan n e l would r e s u l t  in
^Kent T. A d a ir, A P r o f i l e  o f  Lumber' M arketing in  W estern M ontana, 
Montana F o re s t  and Range Experim ent S ta t io n ,  B u l le t in  30. ( U n iv e rs ity  o f  
Montana, School o f  F o r e s t ry ,  M issou la , 1 9 6 $ ), p . 10 j and 'A rno ld  B e l le ,  
W illiam  G ibson, and E liz a b e th  Hanum, The F o re s t  P ro d u cts  In d u s try  in  
Montana, Montana F o re s t  and Range Experim ent S ta t io n ,  B u l le t in  31 I t t i i -  
v e r s i t y  o f  Montana, School o f  F o re s try , M issou la , 1966 ), p . hh°
^ S tan le y  Brock, e t  a l . , M arketing o f Lumber by R e ta i l  Lumber Y ard s■ 
in  th e  N o rth eastg  Phase I I I , New Hampshire Agr. Exp. S ta t .  BuHT"|EB7,
May, 1 9 S 3 T F ^ > °
''C la rk  Row, Changing Role o f  R e ta i l  D ea le rs  in  Lumber M arketing , 
S outhern  F o r. Exp.- S t a t . ,  U0S0F0So Res. Paper SO-7, l 9 W n ^  U 7 ”
h
in c re a se d  knowledge o f  h is  ch annel fu n c tio n  and a id  th e  a n a ly s t  in  d e s­
c r ib in g  th e  lum ber d i s t r i b u t i o n  channel*
,8A la c k  o f e f f i c i e n t  v e r t i c a l  communication in  a d i s t r i b u t io n  
channel i s  a s e r io u s  d e te r r e n t  to  th e  fu n c tio n in g  o f  th e  c h a n n e l * T h e  
lum ber m arketing  channel seems to  la c k  an  e f f i c i e n t  v e r t i c a l  communica­
t io n  network* The main so u rces  o f  m arket in fo rm a tio n  f o r  th e  lum ber 
producers,are th e 'w h o le s a le rs  * Two s tu d ie s  i l l u s t r a t i n g  th e  im portance 
o f  th e  w h o le sa le r  a s  th e  m ain so u rce  o f.m a rk e t in fo rm a tio n  f o r  th e  p ro ­
d u cers  and r e t a i l e r s  have been p u b lish e d . Kent A dair found th a t  th e  
Montana lum ber p ro d u ce r was g e n e ra l ly  aware o f  what p ro d u c ts  he cou ld  
s e l l ,  what p r ic e  he cou ld  e x p e c t, and to  whom th e  p r o d u c ts ,could  be s o ld , 
b u t s p e c i f i c  in fo rm a tio n  r e l a t i n g  to  th e  channel th rough  which th e  lum ber 
flow ed was o b sc u re .^  Communication seems a ls o  to  be la c k in g  betw een th e  
w h o le sa le r  and h is  custom ers. The r e t a i l e r ,  th rough h i s  d a i ly  o p e ra t io n , 
r e a l i z e s  what p ro d u c ts  a re  s e l l i n g  b e s t  in  h is  a re a ,  b u t th e  o n ly  method 
by w hich t h i s  in fo rm a tio n  i s  t r a n s f e r r e d  to  th e  w h o le sa le r  i s  th rough  
th e  o rd e rs  t h a t  he p la c e s  w ith  th e  wholesaler.1® !8In  a channel where 
s p e c i f ic  in fo rm a tio n  i s  n o t t r a n s f e r r e d  between channel members, one 
f in d s  f irm s  knowing ©r c a r in g  l i t t l e  ©f what becomes o f  th e  p ro d u c ts  
a f t e r  th e  p ro d u c ts  le a v e  h is  hands, and th e  channel c e a se s  to  fu n c tio n  
e f f i c i e n t l y . 1811
I f  th e  channel o f  d i s t r i b u t io n  f o r  lum ber i s  t© be im proved, a 
b a s ic  u n d e rs ta n d in g  o f  th e  w h o le s a le r s  fu n c tio n  in  th e  channel i s  needed . 
Through an  u n d e rs tan d in g  o f  th e  w h o le s a le r s  m ark e tin g  fu n c tio n , n e ed le ss
% c?ey , eg . c i t . , p . 1*86. ^A dair, og. e l t . , p . 9°
1®Row, ©j3. c i t . , p . 13. ffMeVey, og . c i t . , p . 1*81*.
*
s u p l ie a t io n  o f  fu n c tio n s  by channel members may be e lim in a te d , and p e r -  
formed by the  channel member b e s t  s u i te d  to  perform  th e  g iven  fu n c t io n .
By in c re a s in g  th e  e f f ic ie n c y  o f  th e  chan n e l"s  o p e ra t io n , e i t h e r  p r o f i t s  
o f  th e  ch annel members could  be expec ted  to  in c re a s e  o r  th e  low er c o s t  
may be p a ssed  on to  th e  consumer in  low er lum ber p r i c e s . A low er p r ic e
r
o f  lum ber would in c re a s e  th e  c o m p e titiv e  p o s i t io n  o f  lum ber in  th e  b u i ld ­
in g  m a te r ia ls  m arke t.
The ch an n e l o f  d i s t r i b u t i o n  f o r  m anufactured  p ro d u c ts  i s  ev er 
changing  as f irm s  a tte m p t to  u t i l i z e  th e  m ost e f f i c i e n t  methods p o ss ib le ,, 
F u rtherm ore , i t  i s  o f te n  im p lied  t h a t  i t  i s  th e  p ro d u ce r wh® s e l e c t s  th e
l in k s  in  th e  channel and e s ta b l is h e s  th e  working r e la t io n s h ip s  needed to
12
in s u re  a  p ro p e r  d i s t r i b u t io n  o f  th e  p ro d u c ts . These so u rces  o f te n  
ov erlo o k  th e  dynamic n a tu re  o f  th e  chan n e l members. The chan n e l o f  d is ­
t r i b u t i o n  f o r  lum ber i s  c h a ra c te r iz e d  by ev er-ch an g in g  channel members 
and chan n e l fu n c tio n s  perfo rm ed . I f  one i s  to  d e sc r ib e  th e  o p e ra tio n  ©f 
th e  w h o le sa le r  in  t h i s  dynamic m arketing  p ro c e s s , th e  w h o le sa le r  may be 
a s s o c ia te d  w ith  th e  m arket which he s e rv e s . In  t h i s  manner th e  whole­
s a l e r  becomes doubly  im p o rtan t in  th e  lum ber d i s t r i b u t io n  c h an n e l. The 
w h o le sa le r  i s  n o t o n ly  th e  p ro d u ce r"s  o u t l e t  f o r  p ro d u c ts , b u t he i s  
a ls o  th e  p ro d u c e r’s main c o n ta c t  w ith  th e  eonsuraing m a r k e t .^
The im portance o f  an u n d e rs tan d in g  o f  th e  w h o le sa le r ’s fu n c tio n  
in  th e  m ark e tin g  o f  lum ber becomes im p e ra tiv e  a t  t h i s  tim e a s  the  c h a rn e l 
o f  d i s t r i b u t i o n  o f  lum ber i s  undergo ing  a  t r a n s i t i o n  p e r io d . R e ta i le r s  
a re  b eg inn ing  to  b y -p ass  th e  w h o le sa le r  and buy lum ber d i r e c t l y  from  th e
12I b i d . ,  p .  1*83. 13I b i d .« p , I187.
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producers,, L arge p ro d u cers  a re  v e r t i c a l l y  in te g r a t in g  and p erfo rm ing  th e  
w h o le sa lin g  fu n c tio n  as  w e ll a s  a tte m p tin g  to  e s ta b l i s h  r e t a i l  o u t l e t s .
The independen t w h o le sa le r  may be e lim in a te d  from th e  d i s t r i b u t io n  channel 
a s  th e se  two fo rc e s  c o n tin u e  to  m erge. The w h o le sa le r  may e i t h e r  ad ap t 
h is  o p e ra tio n  to  th e  changing  d i s t r i b u t i o n  chan n e l o r  be fo rc e d  to  cease  
o p e ra t io n „ I f  th e  p ro d u ce rs  a re  to  e lim in a te  th e  independen t w h o le sa le r , 
th e y  a re  re q u ire d  to  a c c e p t th e  added c o s t  o f  d i s t r i b u t i o n  p re v io u s ly  
borne by th e  independen t w h o le sa le r . T his th en  becomes th e  purpose  o f  
t h i s  p a p e r , to  de term ine  th e  p o s i t io n  and fu n c tio n  o f . th e  independent 
w h o le sa le r  in  th e  m arketing  o f  lum ber.
Objective
The o b je c t iv e  o f  th e  s tu d y  i s  to  in v e s t ig a te  th e  lum ber m arke ting  
in te rm e d ia ry  and to  p ro v id e  some in s ig h t  in to  th e  methods and p ro ced u res  
employed by th e  w h o le sa le r  in  m ark e tin g  th e  lum ber produced  in  th e  P a c i­
f i c  N orthw est. A d e s c r ip t io n  o f  th e  lum ber w h o le sa le r8s o p e ra tio n  w i l l  
in c re a s e  th e  knowledge of h is  p o s i t io n  in  m arke ting  o f  lum ber, and i t  
may a ls o  le a d  to  th e  developm ent o f a  more in te g ra te d  ch annel ©f lum ber 
d i s t r i b u t io n .
J u s t i f i c a t i o n
A m u ltitu d e  o f  lum ber m arke ting  s tu d ie s  have been p u b lish e d  which 
d e s c r ib e  th e  i n i t i a l  lum ber m ark e tin g  by th e  p ro ducing  o rg a n iz a t io n , and 
th e  f i n a l  s a le  to  th e  consumer by th e  r e t a i l i n g  f irm , b u t l i t t l e  inform a­
t io n  h as  been p re se n te d  to  o u t l in e  th e  p ro c e ss  by w hich th e  lum ber flow ed
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from  p ro d u ce r to  r e t a i l e r .  T h is p re s e n ta t io n  was. i n i t i a l l y  d esig n ed  to  
p a r t i a l l y  f i l l  t h i s  in fo rm a tio n  v o id  and to  p ro v id e  th e  re a d e r  w ith  a
b a s ic  u n d e rs ta n d in g  o f  th e  p ro c e ss  by which lum ber i s  m arketed  by th e  
in te rm e d ia ry  o rg a n iz a tio n s  in  th e  lum ber d i s t r i b u t io n  channel,,
A p u b l ic a t io n  by Kent To A dair e n t i t l e d  A P r o f i l e  o f  Lumber Mar­
k e t in g  in  W estern  Montana prom pted t h i s  t h e s i s „ A dair p ro v id ed  a  d e se r ip  
t io n  o f  th e  methods by which th e  lum ber p ro d u cers  i n i t i a l l y  in tro d u ce d  
t h e i r  p ro d u c ts  in to  th e  n a t io n a l  and re g io n a l  m a rk e ts .^ *  T his p re s e n ta ­
t io n  ex p lo re s  th e  n e x t s te p  in  m ark e tin g  lum ber, th e  d e s c r ip t io n  o f  th e  
methods and p ro ced u res  u t i l i z e d  by th e  independen t w h o le sa le rs  in  m arket­
in g  th e  lum ber bought from  th e  p ro d u cers  and s o ld  to. in te rm e d ia te  u s e rs  
f o r  rem anufactu re  o r  r e s a l e „
Methods and Procedure
The d a ta  in c o rp o ra te d  in to  th e  p r e s e n ta t io n  was o b ta in e d  by a 
p e rso n a l in te rv ie w  w ith  a c t iv e  members o f  th e  w h o le sa lin g  f i r m s „ In  eaeh 
e a s e , th e  in te rv ie w e e  was a  fu n c tio n in g  member ©f th e  f irm , and was en­
gaged in  th e  m arket a c t i v i t y  o f  th e - f i r m 0 .To a s s u re  u n ifo rm ity  in  th e  
d a ta  c o l le c te d ,  a  q u e s tio n n a ire  was developed and employed to  gu ide th e  
in te rv ie w e r  th ro u g h o u t th e  en co u n te r . (See q u e s tio n n a ire  in  Appendix0) 
The in te rv ie w  was d iv id e d  in to  two p o r t io n s  f o r  ease  o f  d e l iv e ry  
and to  a llo w  th e  w h o le sa le r  to  p ro g re s s  from  one aspect- o f  h i s  o p e ra tio n  
to  ano ther,, The f i r s t  p a r t  o f  th e  q u e s tio n n a ire  was desig n ed  to  I d e n t i f y  
th e  g e n e ra l c h a r a c t e r i s t i c s  o f  th e  in d iv id u a l  W holesale f irm s  and to  
id e n t i f y  th e  methods and p ro ced u res  u t i l i z e d  by th e  w h o lesa le  firm s  in  
th e  m ark e tin g  o f  lum ber. The second p a r t  o f  th e  q u e s tio n n a ire  was p r i ­
m a rily  concerned  w ith  an i d e n t i f i c a t i o n  o f  th e  im portance o f  v a r io u s
a sp e c ts  o f  h is  o p e ra t io n . The im portance o f  th e  v a rio u s  f a c to r s  was de­
te rm ined  by th e  u se  o f a  r a t in g  s h e e t and c a rd  s e t s .  The r a t in g  sh e e t 
was p la c e d  b e fo re  th e  in te rv ie w e e  and th e  c l a s s i f i c a t i o n  system , r e p re ­
s e n te d  by d iv is io n s  on th e  r a t i n g  s h e e t ,  was e x p la in e d <> The in te rv ie w ee  
was th en  g iven  th e  ca rd  s e t s ,  one a t  a  tim e , and th e  in te rv ie w e e  was 
in s t r u c te d  to  p la c e  each v a r ia b le  on th e  s h e e t a cc o rd in g  to  i t s  im p o rt­
ance to  h is  o p e ra t io n . In  o rd e r  -to re c o rd  th e  re sp o n ses  o f  th e  i n t e r ­
v iew ee, th e  im portance c a te g o r ie s  were a ss ig n e d  an a r b i t r a r y  num erical 
v a lu e , and th e se  n u m erica l v a lu e s  were th e n  reco rd ed  on a  sco re  s h e e t .  
(See Appendix f o r  th e  sco re  s h e e t  and th e  r a t i n g  s h e e t . )
In  o rd e r  to  m easure th e  m arke ting  in te rm e d ia ry 8s r o le  in  th e  d i s ­
t r i b u t i o n  o f  lum ber, th e  p o p u la tio n  was l im i te d  to  f irm s  th a t  met th e  
fo llo w in g  c r i t e r i a ?  (1 ) th e  w h o le sa le r  was n o t bound to  th e  m ark e tin g  o f 
a  saw m ill o r  s a w m ill 's  p ro d u c tio n , (2 ) th e  s a le s  o f  th e  f irm  were to  
f irm s  th a t  e i t h e r  r e s o ld  o r  rem anufactu red  th e  lum ber, and (3 ) th e  lum ber 
s a le s  o f  th e  f irm  c o n s t i tu te d  a t  l e a s t  $ p e rc e n t o f  th e  f i r m t s t o t a l  
s a le s  volume (on  a d o l l a r  b a s i s ) .  The c r i t e r i a  s e t  above a re  needed i f  
an  a c c u ra te  d e s c r ip t io n  o f  th e  ro le  o f  th e  lum ber w h o le sa le r  i s  to  be 
p re s e n te d . I f  th e  w h o le sa le r  was bound to  a  saw m ill and was d i r e c t l y  
re s p o n s ib le  f o r  th e  m ark e tin g  o f  th e  saw m ill8s p ro d u c tio n , th e  w hole­
s a l e r  would n o t be a  t ru e  m arke ting  in te rm e d ia ry , b u t he would be m erely 
an e x te n s io n  o f  th e  in t e r n a l  s t r u c tu r e  o f  th e  p ro d u ce r and co u ld  n o t 
o p e ra te  in  an independen t manner. I f  th e  w h o lesa le  f irm  so ld  to  custom­
e rs  t h a t  d id  n o t r e s e l l  th e  lum ber o r  d id  n o t  rem anufactu re  th e  lum ber 
in to  a p ro d u c t f o r  r e s a le ,  he would n o t be a  w h o le sa le r , b u t would be 
e s s e n t i a l l y  a r e t a i l e r .  And i f  th e  f irm  d id  n o t  g e n e ra te  a t  l e a s t  5
p e rc e n t  o f  h is  d o l l a r  s a le s  volume from th e  s a le  o f  lum ber, he would n o t 
be a c t in g  p r im a r i ly  a s  a  lum ber w h o le sa le r  and h is  a c t io n s  would n o t  be 
t r u l y  r e p re s e n ta t iv e  o f  th e  lum ber w h o lesa lin g  in d u stry *
The lum ber w h o le sa le rs  in  th e  s tu d y  were c o n fin e d  to  f irm s  o p e r­
a t in g  in  th e  P a c if ic  N orthw est. The P a c if ic  N orthw est was th e n  a r b i ­
t r a r i l y  d iv id e d  in to  th r e e  p rim ary  w h o lesa lin g  re g io n s  to  in s u re  t h a t  
w h o le sa le rs  th ro u g h o u t th e  re g io n  would be in te rv ie w e d . The, re g io n s  
were Montana, In lan d  Em pire, and P a c if ic  C oast. The Montana re g io n  was 
d e fin e d  by th e  boundary" o f  the" s t a t e  of--Montana. . The In la n d  Empire was 
d e fin e d  by th e  Idaho-M ontana b o rd e r on th e  e a s t ,  th e  Cascade M ountains 
on th e  w e st, th e  C anadian b o rd e r to  th e  n o r th ,  and th e  Oregon and Idaho 
b o rd e rs  to  th e  so u th . The t h i r d  re g io n , th e  P a c if ic  C oast, was d e fin e d  
a s  th e  a re a  between th e  Cascade M ountains and th e  P a c if ic  Ocean, w ith  
th e  n o r th e rn  boundary b e ing  th e  Canadian b o rd e r and th e  so u th e rn  boundary 
th e  O re g o n -d a lifd m ia  s t a t e  l i n e .  (See P la te  I . )
From th e  th re e  w h o le sa lin g  su b re g io n s , a sample- was s e le c te d  o f
•ft
th e  w h o le sa le rs  o p e ra tin g  th e r e in .  The Montana w h o le sa le r  p o p u la tio n  
was ex trem ely  sm all and so th e  te n  w h o le sa le rs  o p e ra tin g  w ith in  th e  s t a t e  
were In te rv iew ed  in  t o t a l .  Both th e  In lan d  Empire and th e  P a c i f ic  C oast 
re g io n s  were o f  such g re a t  s iz e  and c o n ta in ed  such a  la r g e  w h o le sa le r  
p o p u la tio n  t h a t ,  to  f a c i l i t a t e  d a ta  c o l l e c t io n ,  th e  w h o le sa le rs  to  be 
s tu d ie d  w ere s e le c te d  from  th e  m ajor w h o lesa le  t r a d e  c e n te r s  o f  each 
re g io n . For th e  In lan d  Empire re g io n , Spokane, W ashington, was chosen, 
as  i t  i s  th e  g e n e ra lly  accep ted  lum ber w h o le sa lin g  c e n te r  f o r  the  p ro ­
d u c tiv e  f o r e s t s  su rro u n d in g  i t .  A ll o f  th e  w h o le sa le rs  o p e ra tfp g  h e re  
and around Spokane were c o n ta c te d  and in te rv ie w e d , r e s u l t in g  in  tw elve
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o b se rv a tio n s  f o r  th e  In lan d  Empire. P o r tla n d , Oregon, and S e a t t l e ,  Wash­
in g to n , were s e le c te d  as  c i t i e s  from which a sample o f  th e  lum ber whole­
s a le r s  o p e ra tin g  in  th e  P a c if ic  C oast re g io n  would be drawn. These two 
c i t i e s  were chosen a s  th e y  a re  th e  m ajor w h o lesa le  c e n te rs  f o r  t r a d e  in  
th e  C oast re g io n  and th e y  a ls o  p ro v id e  an  e x c e l le n t  f in a n c ia l  base  upon 
which tr a d e  i s  b u i l t .  In  o rd e r  to  draw a  r e p re s e n ta t iv e  sample o f  th e  
f irm s  o p e ra tin g  in  th e  two c i t i e s ,  a 10 p e rc e n t sample c o n s is t in g  o f  fo u r  
o b se rv a tio n s  from S e a t t l e ,  and e ig h t  o b se rv a tio n s  from  P o rtlan d  were 
draw n. The u n i v e rs e , f o r  a l l  th e  sam ple p o in ts  shown on P la te  I  was th e  
te lep h o n e  d i r e c to r y  f o r  each o f  th e  c i t i e s .
WHOLESALE LOCATION AND REGION
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D o t s  i n d ic a t e  n u m b e r  t> w h o lesa ler  locations
CHAPTER I I  
THE LUMBER WHOLESALER
The w h o le sa le r  in  th e  lum ber d i s t r ib u t io n  chan n e l evolved  as  the  
p roducing  u n i t s  developed d iv e r s i f i e d ,  la r g e - s c a le  p ro d u c tiv e  tech n iq u es  
in  u n i t s  lo c a te d  a t  a d is ta n c e  from th e  a re a s  of, p rim ary  consum ption.
The p ro d u c tio n  o f  th e se  u n i t s  i s  u s u a lly  p r io r  to ,  r a th e r  th an  in  r e ­
sponse t o ,  the  r e c e ip t  o f  o rd e rs  from th e  custom ers. Along w ith ,m ass 
q u a n t i ty  p ro d u c tio n  in  u n i t s  g e o g ra p h ic a lly  d i s t a n t  from  th e  p rim ary  
m ark e ts , th e re  was a g rad u a l in c re a s e  in  th e  number o f  in te rm e d ia te  u s e rs  
and a  co rresp o n d in g  g rad u a l in c re a s e  in  th e  need f o r  p ro d u c t a d a p ta tio n  
to  th e  needs o f  th e  in d iv id u a l  in te rm e d ia te  and f i n a l  u s e r s  in  te rm s o f 
q u a n t i t i e s ,  q u a l i t i e s ,  a s so r tm e n ts , ar^d s e r v ic e s /^
The lum ber w h o le sa le r  evolved to  b rid g e  t h i s  growing m arke ting  
gap between th e  many and v a r io u s  ty p es  and le v e l s  o f  p rod u cers  a t  one 
end o f  th e  ch an n e l, and th e  many and v a rio u s  ty p es  and le v e l s  o f  u se rs  
a t  th e  o th e r  end o f  th e  ch an n e l.
The w h o le sa le r  b rid g ed  t h i s  m arketing  gap by p ro v id in g  a 
complex schem atic  framework which re g u la te s  p h y s ic a l  flows, L oth  
a s  to  q u a n t i ty  and q u a l i ty  o f  goods in  a s p a t i a l  a l lo c a t io n  n e t ­
work by lo c a t in g  p o te n t i a l  u s e r s ,  o r  in te rm e d ia te  u s e r s  in  th e  
form o f  o th e r  m arke ting  in te rm e d ia r ie s ,  and conv incing  them to  
buy; by e s ta b l is h in g  the  p r ic e s  o f  t r a n s a c t io n s  which form th e  
p r ic e  r e la t io n s h ip  f o r  th e  commodity; and by p ro v id in g  a  commun­
ic a t io n  netw ork which p ro v id es  th e  m anagers of. th e  p roducing  
o rg a n iz a tio n s  a  framework on which to  base t h e i r  management 
d e e is io n s .^  ■
^David Revisan, W holesaling  in  M arketing O rg a n iz a tio n  (New Yorks 
John W iley and Sons, 19§I77 p° TO*
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C lass i d e a t i o n
'"Agency s t r u c tu r e  d e s c r ib e s  and a n a ly se s  t h a t  p a r t  o f  th e  w h o le sa l­
ing  which c o n s is ts  o f  th e  p a t te r n  o r  d e s ig n  o f  the  f irm  whose p r in c ip a l
concern  i t  i s  to  c a r ry  on th e  fu n c tio n s  o f  w h o le sa lin g  w ith in  th e  lum ber
3d i s t r i b u t io n  c h a n n e l."  By a  d e s c r ip t io n  o f  th e  agency s t r u c tu r e ,  one 
i s  a b le  to  ga in  in s ig h t  in to  the  type o f f irm  which fu n c tio n s  a s  th e  lum­
b er m ark e tin g  in te rm e d ia ry  in  th e  lum ber d i s t r i b u t i o n  ch an n e l.
The f i r s t  s te p  in  th e  d e s c r ip t io n  o f  th e  lum ber m arke ting  i n t e r ­
m ediary  o rg a n iz a t io n  i s  to  c l a s s i f y  th e  o p e ra t io n s , in  o rd e r  to  p ro v id e  aji . . .
b a s ic  u n d e rs tan d in g  o f  th e  type of o p e ra tio n  th a t  i s  under c o n s id e ra t io n . 
By a t ta c h in g  a ' s e t  o f  c l a s s i f i e a t o r y  term s to  th e  f irm s , th e  n a tu re  o f  
th e  in d iv id u a l  f i r m 's  o p e ra tio n  can be r e a d i ly  conveyed to  a l l  who a re  
f a m i l ia r  w ith  th e  c l a s s i f i c a t i o n  system  u t i l i z e d .  The N ational-A m eriean  
W holesale Lumber D eale rs  A sso c ia tio n  developed a c l a s s i f i c a t i o n  system  
th a t  a ttem p ted  to  d e sc r ib e  th e  n a tu re  o f  th e  f irm  in  s e l l in g  lum ber.
The A sso c ia tio n  recogn ized  fo u r  d i s t i n c t  w h o lesa le  c la s s e s  based  on th e  
method by which th e  w h o le sa le r  c o o rd in a te d  the  demand o f  h is  custom ers 
w ith  th e  supply  o f  h is  p ro d u c e rs . The c l a s s i f i c a t i o n s  are§ (1 ) s e l l in g  
by th e  use  o f  a  p u b lish e d  l i s t ,  (2 ) a "qu ick  q u o ta t io n ,"  (3 ) a  de layed  
q u o ta t io n , and (It) t r a n s i t  c a r s .^
In  t r y in g  to  ap p ly  t h i s  c l a s s i f i c a t i o n  system  to  th e  w h o le sa le rs  
in  th e  sam ple, d i f f i c u l t i e s  a ro s e .  The v a ry in g  m arke ting  n a tu re  o f  the  
firm s p re v e n ted  any f irm  from e x c lu s iv e  u t i l i z a t i o n  o f  any one o f th e se
3I b id . , p . 3h.
^N ational-A m erican  W holesale Lumber D eale rs  A sso c ia tio n , "The 
W h o lesa le r8s P la c e  in  th e  M arketing o f Lum ber," (M imeographed).
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m ethods, and a l l  o f  th e  f irm s  in  th e  sample u t i l i z e d  two o r  more o f  th e  
s e l l i n g  methods in  t h e i r  d a i ly  o p e ra tio n , making th e  A s s o c ia t io n 's  c l a s ­
s i f i c a t i o n  system  in a p p lic a b le  to  c l a s s i f y  th e  f i r m 's  o p e ra tio n -
Although a s p e c i f ic  fu n c t io n a l  break-down o f  th e  w h o le s a le r 's  
o p e ra tio n s  in to  more s p e c ia l iz e d  c l a s s i f i c a t i o n s  as  was in d ic a te d  in  th e  
p reced in g  parag raph  was found to  be im possib le  due to  t h e i r  u n s ta b le
m arke ting  n a tu re ,  the  w h o le sa le rs  were c l a s s i f i e d  on a more g e n e ra l b a s is .  
\
The u t i l i z a t i o n  o f  a more w id e ly  used  c l a s s i f i c a t i o n  system  can be em­
p loyed  in  o rd e r  to  d e sc r ib e  th e  ty p es  o f  o p e ra tio n s  which com prise th e  
w h o lesa le  p o p u la tio n .
The lumber w h o le sa le rs  were found to  be e i t h e r  "drop sh ip p e rs  
( i . e . ,  w h o le sa le rs  who do n o t ta k e  p h y s ic a l  p o s se s s io n  o f  th e  lum ber 
sh ip m en t), o r  f u l l  s e rv ic e  w h o le sa le rs  ( i . e . ,  w h o le sa le rs  who ta k e  phys­
i c a l  p o sse ss io n  o f  th e  lum ber shipm ent and c a r ry  the  lum ber in  an inven­
to r y  a t  t h e i r  p la c e  o f  b u s in e s s ) ." '’
Table I  p re s e n ts  th e  two g e n e ra l w h o le sa le r  c l a s s i f i c a t i o n s  which 
d e sc r ib e d  th e  f i r m s ' g e n e ra l o p e ra t io n s , and th e  number o f  firm s in  each 
c l a s s .  Table I  in d ic a te s  t h a t  th e  d rop  sh ip p e r  was th e  most p re v a le n t 
form o f  w h o le sa lin g  o p e ra tio n  encoun tered . The r e l a t i v e l y  g r e a te r  p ro ­
p o r t io n  o f  drop sh ip p e rs  in  th e  sample i s  d i r e c t l y  r e la te d  to  th e  n a tu re  
o f  th e  commodity b e ing  m arketed . "The drop sh ip p e r , who ta k es  t i t l e  to  
th e  lum ber b u t does n o t ta k e  p h y s ic a l p o s se s s io n , i s  b e t t e r  s u i te d  th an  
th e  s e rv ic e  w h o le sa le r , who ta k e s  p h y s ic a l p o sse ss io n  o f  th e  lum ber, in  
m ark e tin g  p ro d u c ts  such as  lum ber, where th e  commodity to  be m arketed has 
h igh  h an d lin g  and t r a n s p o r ta t io n  c o s t r e l a t i v e  to  i t s  v a lu e 0B̂  Lumber
< 6-’Revzan, eg . c i t . , pp. 3li-35>. I b id . , p . 3?.
TABLE I  
TYPE OF WHOLESALE OPERATION
Firm C lass Number o f ' Firms
F u ll  s e r v ic e  w h o le sa le r  
Drop s h ip p e r  
T o ta l
has r e l a t i v e l y  high h an d lin g  and t r a n s p o r ta t io n  c o s ts  r e l a t i v e  to  i t s  
v a lu e , and any in te r r u p t io n  in  d e l iv e r y ,  which in c re a s e s  h an d lin g  c o s ts ,  
le a d s  to  in c re a se d  c o s ts  which canno t be borne by in c re a s in g  th e  p r ic e  
o f  th e  lum ber. The drop sh ip p e r  i s ,  th e n , th e  m ost p r e v a le n t  c la s s  o f  
lum ber w h o le sa le r  due to  h is  a b i l i t y  to  sh ip  th e  lum ber d i r e c t l y  to  th e  
custom er w ith o u t th e  added expense o f h an d lin g  and in c re a s in g  h is  c o s t s .  
The w h o lesa le  f irm s  in  th e  sample were a ls o  c l a s s i f i e d  as  to  
t h e i r  l e g a l  form o f  ow nership in  o rd e r  to  measure th e  amount o f  v e r t i c a l  
and h o r iz o n ta l  in te g r a t io n  th a t  i s  p re s e n t in  the lum ber channel o f  d i s ­
t r i b u t i o n ,  Two m ajor ow nership c la s s e s  were p rov ided  to  measure th e  
amount o f  in te g ra t io n ?  s u b s id ia ry  and in d ep en d en t. W ith in  th e  two m ajor 
ow nership c la s s e s ,  su b c la s se s  were p ro v id ed  in  o rd e r  to  o b ta in  a b e t t e r  
index  o f  th e  amount o f  independence o f  a c t io n  in h e re n t in  the f i r m ’s 
management d e c is io n  making p ro c e ss . Three su b c la s se s  o f  in d ep en d en tly  
owned firm s  were p rov ided? p r o p r ie to r s h ip ,  p a r tn e r s h ip ,  and c o rp o ra tio n ?  
and two su b c la s se s  were p ro v id ed  in  th e  s u b s id ia ry  c la s s ?  p r o f i t  c e n te r  
and jo b b e r. Table I I  p re s e n ts  th e  ow nership c l a s s i f i c a t i o n s  and th e  





ownership Cl a ssific a t io n
Type o f  Ownership Number o f  Firms
Independent o rg a n iz a tio n 27
P ro p r ie to rs h ip
P a r tn e rs h ip
C o rp o ra tio n
9
3
S u b s id ia ry  o rg a n iz a tio n 7
P r o f i t  c e n te r  
Jobber 2
31*
The preponderance o f  in d ep en d en tly  owned and o p e ra ted  f irm s  le a d s  
one to  b e lie v e  t h a t  the lum ber ch an n e l i s  s t i l l  dom inated by independen t 
lum ber w h o le sa le rs . Even a t  th e  s u b s id ia ry  l e v e l  o f  ow nersh ip , th e  p r i ­
mary emphasis i s  on indep en d en t o p e ra t io n s , a lth o u g h  th e se  o p e ra tio n s  
m ust r e p o r t  d i r e c t l y  t© th e  p a re n t  companyQ The e x is te n c e  o f  o n ly  two 
jo b b ers  in  th e  e n t i r e  sample f u r th e r  s u b s ta n t ia te s  th e  indep en d en t n a tu re  
o f  th e  w h o le sa le r  o p e ra t io n s . The jo b b ers  a c t  o n ly  as s a le s  o u t l e t s  f o r  
t h e i r  p a re n t  o rg a n iz a tio n  and , th u s ,  a re  l im ite d  to  th e  s a le  o f  t h e i r  
p a re n t  company6s p ro d u c ts . There was found to  be a p reponderance  o f 
in d ep en d en tly  owned and o p e ra ted  f i r m s . The p reponderance  o,f indepen­
d e n tly  o p e ra te d  firm s in  th e  s u b -c la s s  o f  p ro p r ie to r s h ip s ,  p a r tn e r s h ip s ,  
and c lo se d  c o rp o ra tio n s  in d ic a te s  t h a t  th e se  f irm s  „ . have, ex trem ely  
f l e x i b l e  d e c is io n  making freedom  and th u s  a llo w s th e  manager to  make 
p o l ic y  d e c is io n s  in  th e  co u rse  o f  h is  d a i ly  r o u t in e ,  and t h i s  f l e x i b i l i t y
in  d e c is io n  making may be th e  key to  the  c o n tin u a tio n  o f  th e  independen t
7
w holesa le  operation® s e x is te n c e ." 1
A d is c u s s io n  o f  the  w h o lesa le  o p e ra tio n  would n o t be com plete 
w ith o u t a m easure o f  th e  annual d o l l a r  s a le s  volume o f  th e  w ho lesa le  
firm so Table I I I  p re s e n ts  th e  s a le s  volumes o f  th e  f irm s  d iv id e d  in to  
a r b i t r a r y  sisse c la s s e s  f o r  ease  o f  p re s e n ta t io n .  Table I I I  a ls o  p re s e n ts  
a m easure ©f th e  t o t a l  d o l l a r  volume o f  lum ber m arketed by each ©f th e  
revenue c la s s e s .
TABLE I I I
1965 SALES REVENUE OF WHOLESALE FIRMS1
Revenue in  M illio n s  E stab lish m en ts  " S a les
o f  D o lla rs No. P e rc e n t Amt. P e rcen t
L ess th an  1 6 18 .7 3 .2 3 .6
1 to  2.1*9 10 31.2  ■ 4 S .5 -- 15 .8
2 .5  to  1*.99 9 28 .1 19 .0 18.2
5 to  7.1*9 3 ' 9.1* 23.0 22.2
7 .5  to  9 .99 2 6 .3 17 .5 16.2
10 o r  more JL 6 .3 25 .0 2l*.0
32 ' 100.0 101*. 2 100.0
^Only 32 firm s  r e p o r t in g .
An a n a ly s is  o f  th e  t a b le  above shows th a t  seven firm s ( a l l  in d e­
pendent c o rp o ra te  f irm s) w ith  a s a le s  volume in  excess o f  $5 m il l io n  
m arketed more th an  60 p e rc e n t o f  th e  t o t a l  d o l l a r  volume o f  lum ber. 
T h e re fo re , a lth o u g h  th e re  a re  many firm s in  the  lum ber w h o le sa lin g
in d u s try , a sm all number o f  th e s e  f irm s  accoun t f o r  th e  m a jo r ity  o f  th e  
d o l l a r  volume o f  lum ber m arketed,, This r e la t io n s h ip  th en  le a d s  th e  . 
a u th o r  to  th e  co n c lu s io n  th a t  m arke ting  c o n c e n tra tio n  in  th e  lum ber 
w h o le sa lin g  in d u s try  e x i s t s  and a lth o u g h  a  la rg e  number o f  w h o le sa lin g  
f i r k s  may be p re s e n t ,  many o f  th e se  f irm s  a re  o f  such  a sm all s iz e  as  to  
be in c o n se q u e n tia l in  th e  o v e r a l l  w h o le sa lin g  m arket.
O b jec tiv es
L ike any o th e r  b u s in ess  f irm , th e  lum ber w h o le sa lin g  firm s  have 
management o b je c t iv e s .  The g o a ls  tow ard w hich th e  w h o le sa le rs  s t r i v e  
may be e i t h e r  in fo rm al o r fo rm al, depending upon th e  degree  to  which 
go a ls  have been c o n sc io u s ly  developed and d e f in e d . In  o rd e r  to  m easure 
th e  w h o le s a le r8s management o b je c t iv e s  and to  determ ine h is  g o a ls , th e  
w h o le sa le rs  were g iven  a  s e t  o f  s ta tem e n ts  and were asked  to  r a t e  each 
s ta tem e n t in  th e  o rd e r  o f  im portance a s  th e  s ta te m e n t a p p lie d  to  h is
£"r,
o p e ra tio n . As th e  s ta tem e n t was p la c e d  upon th e  im portance r a t in g  s h e e t ,  
i t s  p lacem ent de term ined  th e  s ta te m e n t8s im portance to  th e  w h o le sa le r .
An im portance index  f o r  each s ta tem e n t was o b ta in e d  by d iv id in g  th e  
s ta te m e n t 's  t o t a l  sco re  by i t s  t o t a l  p o s s ib le  s c o re . Table 17 g ives th e  
index  v a lu e  f o r  each o f  th e  management o b je c t iv e s  as th ey  were ra te d  by 
th e  3h f irm s  in te rv ie w e d .
The g o a ls  o f  maximum r a t e  o f  r e tu r n  and maximum t o t a l  p r o f i t  were 
r a te d  as  th e  p rim ary  management o b je c t iv e s  o f  th e  w h o le sa lin g  e s t a b l i s h ­
m ents. Maximum t o t a l  s a l e s ,  s t a b i l i t y ,  and growth occupied  a  p o s i t io n  
o f  secondary  im portance and in v e n to ry  tu rn o v e r  was th e  l e a s t  im p o rtan t 




Management O b jec tiv es  Im portance Index Value
Maximum r a te  o f  r e tu r n  on in v estm en t .907
Maximum t o t a l  p r o f i t  > „901
Maximum t o t a l  s a le s  .698
S t a b i l i t y  .697
Growth 06$h
In v e n to ry  tu rn o v e r  .R l l
The low er im portance r a t in g s  o f  grow th, s t a b i l i t y ,  and t o t a l  s a le s  
may be viewed a s  a p ro d u c t o f  th e  degree ©f c o m p e titiv e n ess  which e x is t s  
between in d iv id u a l  w h o le sa lin g  e s ta b lis h m e n ts . I f  one f irm  so u g h t to  
. expand i t s  o p e r a t io n .a t  th e  expense o f  i t s  c o m p e tito rs , th e  f i r m 's  expan­
s io n  would im m ediately  be c h a llen g e d  by i t s  c o m p e tito rs . A lthough th e  
lum ber w h o le sa lin g  in d u s try  may be co n sid e red  m o n o p o lis tic  c o m p e titio n , 
i . e . ,  " la rg e  number o f  s e l l e r s  and absence  o f  m utual in te rd ep en d en ce , a 
d i f f e r e n t i a t e d  p ro d u c t, and f r e e  e n try  o f  f i r m s ,11 t h i s  m arket s i tu a t io n  
r a r e ly  e x i s t s  in  i t s  pu re  form  a s ,  " th e  f e e l in g  o f  m utual in te rd ep en d en ce  
does n o t ap p ea r to  be e n t i r e l y  a b se n t, th e  firm s re c o g n iz in g  t h a t  t h e i r  
p o l i c i e s  w i l l  have some e f f e c t  upon th e  p o l ic ie s  o f  t h e i r  c o m p e ti to rs .18
®J©hn P. Due and R obert W„ Glower, In te rm e d ia te  Economic An a ly s i s  
(Homewood, I l l . s  R ichard  D. Irw in , I n c . ,  19STJ7
20
Summary
The w h o le sa le rs  were found to  fu n c tio n  p r im a r i ly  as  drop s h ip p e rs ,  
r a th e r  th an  a s  f u l l  s e rv ic e  w h o le sa le rs . Drop sh ip p e rs  were found by 
David Revzan to  be w e ll s u i te d  f o r  m arket com m odities such as  lum ber, 
where any added expense in c u rre d  in  h an d lin g  would be d i f f i c u l t  to  p a ss
on to  t h e i r  custom ers in  th e  form  o f h ig h e r  u n i t  c o s t s .
\
The f irm s  were a lso  found to  be in d ep en d en tly  o p e ra tin g  u n i t s  
which su g g es ts  t h a t  th e  d i s t r i b u t io n  ch an n e l p r e s e n t ly  i s  r e l a t i v e l y  
f r e e  from  s u b s id ia ry  w h o lesa lin g  o rg a n iz a tio n s  and t h a t  v e r t i c a l  i n t e ­
g ra t io n  i s  n o t  w idespread  a t  th e  p re s e n t  tim e . A lthough th e  f irm s  were 
in d ep en d en tly  o p e ra te d , th e  d a ta  a n a ly s is  seemed to  in d ic a te  t h a t  a 
g re a t  d e a l  o f  in te rd ep en d en cy  e x is t s  between f irm s . A f in d in g  o f  t h i s  
n a tu re ,  a lth o u g h  seem ingly  c o n tra ry  to  th e  s t r u c tu r e  o f  th e  w h o le sa lin g  
in d u s try ,  cou ld  be expected  where firm s reco g n ize  t h a t  t h e i r  p o l ic y  de­
c is io n s  do a f f e c t  th e  p o l ic y  d e c is io n s  o f t h e i r  c o m p e tito rs .
CHAPTER III
BUYING AND SELLING OF LUMBER
The m arket t r a n s a c t io n s  o f  th e  lum ber w h o lesa le  o rg a n iz a tio n s  a re  
consummated by employees o f  th e  o rg a n iz a tio n  r e f e r r e d  to ,  in  the  in d u s try  
te rm in o lo g y , a s  " t r a d e r s ."  The term  " tr a d e r "  more* s p e c i f i c a l l y  d e sc r ib e s  
th o se  members o f  th e  f irm  who a c t  s im u ltan eo u s ly  a s  buyers and s e l l e r s  
o f  lum ber. The t r a d e r  o b ta in s  an o rd e r from  a custom er and th en  c o n ta c ts
so u rces  o f  su p p ly  to  f i l l  the  o rd e r . In  e ssen ce , he tra d e s  th e  m il l  th e
r
o rd e r  f o r  paym ent, and r e a l i z e s  a  b u s in ess  p r o f i t  as com pensation f o r  th e  
t r a n s a c t io n .  S ince the  t r a d e r  must r e ly  upon ra p id  communication between 
custom ers and s u p p lie r s  to  o p e ra te  e f f e c t iv e ly ,  th e  t r a d e r  works as  an 
o ff ic e , salesm an and r e l i e s  a lm ost e x c lu s iv e ly  upon th e  te lep h o n e  f o r  con­
t a c t  w ith  bo th  th e  buying and s e l l i n g  s id e s  o f  th e  m arket.
The method o f p r ic e  q u o ta tio n  to  a  p ro s p e c tiv e  custom er by th e  
t r a d e r  i s  r e f l e c t i v e  o f  th e  trader® s n a tu re .  The t r a d e r  has th re e  a l t e r ­
n a te  so u rces  from which to  draw in  th e  commodity p r ic e  q u o ta tio n s  th e  
in d u s try -w id e  p u b lish e d  p r ic e  l i s t  com piled w eekly , a p u b lish e d  p r ic e  
l i s t  com piled by th e  w h o le sa le r  h im se lf , o r  a  m arket q u o ta tio n  o f  th e  
commodities® c u r re n t  p r ic e  based on th e  w h o le s a le r 's  judgment o f  th e  com­
modities® p re s e n t  v a lu e . Table Y p re s e n ts  th e  th r e e  a l t e r n a t e  methods o f  
p r ic e  q u o ta tio n  and th e  number o f  firm s th a t  g e n e ra lly  employ th e  method 
in  the  p ro c e ss  o f  p r ic e  q u o ta tio n .
Table Y in d ic a te s  t h a t  th e  w ho lesa le  firm s  r e l i e d  more upon th e  




METHODS OF CUSTOMER PRICE QUOTATION 
Q uo ta tion  Method Number o f  Firms
In d u s try  p r ic e  l i s t  7
W holesaler p r ic e  l i s t  10
M arket q u o ta tio n  17
'3k
lum ber m arket th an  th e y  d id  upon p u b lish e d  p r ic e  l i s t s .  A r e la t io n s h ip  
o f  t h i s  n a tu re  i s  e a s i ly  e x p la in ed . The w ho lesa le  f irm s  reco g n ized  th a t  
due to  th e  co m p e titiv e  n a tu re  o f  th e  lum ber commodity m ark e t, the  p r ic e  
s t r u c tu r e  o f  th e  m arket was c o n s ta n tly  ch ang ing . The w eekly p u b lish e d  
in d u s try  p r ic e  l i s t  was on ly  viewed by the  w h o le sa le rs  a s  an in d ic a t io n  
o f  the  p r ic e  l e v e l s  o f  c e r ta in  com m odities f o r  th e  p re v io u s  week. The 
w h o le sa le rs  in d ic a te d  t h a t  in  o rd e r  to  a c c e p t th e  in d u s try  p u b lic a t io n  
as  a  v a l id  p r ic in g  b a s i s ,  th ey  would have to  be in  a  p e r io d  o f  c o n s ta n t 
p r i c e s .  S in ce  the  w h o le sa le rs  r e a l iz e d  th a t  th e  c o m p e titiv e  n a tu re  o f  
th e  lum ber m arket caused  th e  r e l a t i v e  p r ic e  l e v e l s  to  f l u c tu a t e ,  th e  l i s t  
was u t i l i z e d  o n ly  a s  an in d ic a t io n  o f  t re n d s  in  lum ber p r i c e s .  The 
w h o lesa le  f irm s  th a t  d id  u se  th e  p u b lish e d  p r ic e  l i s t  u sed  i t  o p ly  f o r  
in d iv id u a l  p r ic in g  d e c is io n s , n o t as an in v io la te  p r ic in g  c r i t e r i o n .
gales. P a tte rn s
A d e s c r ip t io n  o f  th e  w h o le sa le r  in  th e  m arke ting  o f  lum ber in c lu d e s  
a d e s c r ip t io n  o f  th e  p ro d u c ts  s o ld ,  th e  custom ers to  whom th e  p ro d u c ts  a re  
s o ld , a n d .th e  lo c a t io n  o f th e  custom ers.
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The p ro d u c t mix which th e  w h o le sa le rs  m arket can be d e sc r ib e d  in  
two co n v en ien t w ays„ Table VI p re s e n ts  th e  amount o f  s a le s  revenue gen" 
e ra te d  by each p ro d u c t c la s s  by each in d iv id u a l  f irm , and Table V II p re ­
s e n ts  the. combined d o l l a r  s a le s  volume g en e ra ted  by each p ro d u c t c la s s  
f o r  th e  firm s combined,
JABLE VI
SALES REVENUE GENERATED BY FIRM BY PRODUCT CLASS
P e rcen t o f  Revenue G enerated  by P ro d u ct 
P roduct C lass  Q-I9 20-39 .. kQ-$9  60-79 80+ .Total.
lum ber o f  Firm s
Lumber 3 3 2 6 20 3k
Plywood 26 7 1 0 0 3k
O ther wood p ro d u c ts 26 $' 2 1 0 3k
O ther b u i ld in g  m a te r ia ls 29 2 1 0 2 3k
TABLE V II
DOLLAR SALES VOLUME GENERATED BY PRODUCT GLASS
P roduct C lass  P e rc e n t o f  D o lla r  S a le s
Lumber 81*
Plywood 6
O ther wood p ro d u c ts  6
O ther b u ild in g  m a te r ia ls  U
1 0 0
21*
T able VI i l l u s t r a t e s  t h a t  f o r  a given p ro d u c t c l a s s ,  th e re  a re  
pronounced s i m i l a r i t i e s  among th e  w h o le sa le rs 0 I f  a t e s t  f o r  s im i la r i ty  
between p ro d u c t c la s s e s  in  s a le s  i s  a p p lie d  to  th e  d a ta  in  Table V I, one 
f in d s ,  however, t h a t  th e  w h o lesa le  o p e ra tio n s  a re  n o t s im ila r  in  th e  
r e l a t i v e  im portance o f  th e  p ro d u c t c la s s e s  o f  lum ber and o th e r  b u ild in g  
m a te r ia ls ., The d i s s i m i l a r i t i e s  found between w h o lesa le  firm s in  th e  
p e rc e n t o f  revenue g en era ted  by p ro d u c t c la s s  would be ex p ec ted , and 
o n ly  in d ic a te s  t h a t  th e  firm s  a re  n o t homogeneous. Some firm s  g en era ted  
a l a r g e r  p e rcen tag e  o f t h e i r  s a le s  volume from th e  s a l e  o f  b u ild in g  
m a te r ia ls ,  w hile  o th e r  firm s  were found to  d e a l m ain ly  in  lum ber. The 
d i s s i m i l a r i t i e s  o ccu rred  because o f th e  i n d iv id u a l i s t i c  s a le s  p a t te r n s  
o f  th e  w ho lesa le  f irm s .
I f  one Is  to  d e sc r ib e  th e  p ro d u c t s a le s  o f  th e  w h o le sa le rs  on a 
d o l l a r  b a s i s ,  then  Table V II p re s e n ts  a  more r e a l i s t i c  p ic tu r e  o f  th e  
r e l a t i v e  im portance o f  th e  p ro d u c t c la s s e s .  T ab le  V II in d ic a te s  t h a t  th e  
p ro d u c t c la s s e s  o th e r  th an  lum ber accounted  f o r  a r e l a t i v e l y  m inor sh a re  
o f  the  t o t a l  s a le s  volume o f  th e  w h o le sa le rs  when computed, on a  d o l la r  
b a s i s .  W holesalers w ith  a  la rg e  s a le s  volume in d ic a te d  th a t  lum ber was 
t h e i r  p rim ary  commodity, and th a t  by s p e c ia l iz in g  in  th e  s a le  o f  lum ber, 
th e y  were a b le  to  e lim in a te  the  c o m p le x itie s  a s s o c ia te d  w ith  the s a le s  
o f  p ro d u c ts  o th e r  th a n  lum ber. These la rg e  s a le s  volume w h o le sa le rs  
a ls o  in d ic a te d  th a t  in  o rd e r  t o •p r o f i t a b ly  compete in  th e  ex trem ely  com­
p e t i t i v e  lum ber w h o le sa lin g  m arket, th e y  could  n o t devo te  t h e i r  tim e to  
th e  s a le  o f  p ro d u c ts  o th e r  th an  lum ber, u n le s s  th e  m inor p ro d u c ts  were
^See Appendix f o r  d is c u s s io n  o f  Kolmogrov-Smirnov One-Sample 
T es t and t e s t  r e s u l t s .
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needed to  f i n i s h  f i l l i n g  a le s s - th a n - c a r lo a d  o f  lum ber, and t h a t  t h i s  was 
p ro v id ed  c e r t a in  p re fe r r e d  custom ers more as  a  s e rv ic e  th an  a s  a  p r o f i t ­
a b le  v e n tu re .
The custom ers to  whom th e  w h o le sa le rs  m arket t h e i r  p ro d u c ts  can  be 
d iv id e d  in to  fo u r  c a te g o r ie s  to  d e s c r ib e , in  p a r t ,  the  flow  Of p ro d u c ts  
from th e  w h o le sa le rs  to  o th e r  members o f  th e  d i s t r i b u t io n  ch an n e l, and to  
p ro v id e  some in s ig h t  in to  th e  r e la t io n s h ip  o f  th e  w h o le sa le r  to  th e  c u s ­
tom er c la s s e s  in  th e  channel o f  d i s t r i b u t io n .  T ab les V III  and I I  p re s e n t  
th e  custom er c la s s e s  and th e  amount o f  s a le s  revenue g e n e ra te d  by each 
custom er c l a s s .  Table V III  p re s e n ts  th e  amount o f  s a le s  revenue gen er­
a te d  by th e  custom er c la s s e s  v iew ing each f irm  in d iv id u a l ly ,  and w ith o u t 
d o l l a r  w e ig h tin g  o f  i t s  s a le s  volum e. T able IX p r e s e n ts ,  on th e  o th e r  
hand, th e  p e rc e n t o f  d o l la r  volume s a le s  to  each custom er c la s s  when th e  
w ho lesa le  firm s a re  combined.
TABLE V III
SALES REVENUE GENERATED BY FIRM BY CUSTOMER CLASS
Customer C lass
P e rc e n t o f  Revenue G enerated  by Customer C lass  
0-19 20-39 UO-29 60-79 80* T o ta l
Number o f  Firms
R e ta i le r s .10 3 k 2 ..; 12 3k
C o n tra c to rs 22 u 3 0 2 3k
O ther w h o le sa le rs 30 1 1 2 0 3k
I n d u s t r i a l  and Government 20 8 2 2 2 3k
F i r s t ,  T able V III  in d ic a te s  t h a t  th e  custom ers to  whom th e  whole­
s a le r s  m arket t h e i r  p ro d u c ts  v a ry  w id e ly 0 In  f a c t ,  i f  a t e s t  f o r  s im i l a r i t y
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TABLE IX
DOLLAR SALES VOLUME GENERATED BY CUSTOMER CLASS
Customer C lass
R e ta i le r s  
C o n trac to rs  
O ther w h o le sa le rs  
I n d u s t r i a l  and Government






i s  a p p lie d  to  th e  d a ta  in  Table V I I I ,  i t  i s  found th a t, th e  w h o le sa le rs
2 'a re  n o t s im i la r  in  t h e i r  s a le s  to  r e t a i l e r s  and o th e r  w h o lesa le rs ,, I t  
i s  th e  o p in io n  o f  th e  a u th o r  t h a t  th e  in d iv id u a l  firm s  tended  to  spec­
i a l i z e  in  s a le s  to  d i f f e r e n t  custom er c la s s e s ,  and th rough  s p e c ia l i z a t io n ,  
th e  f irm  i s  b e t t e r  a b le  to  p ro v id e  i t s  custom ers w ith  th e  p ro d u c ts  and 
s e rv ic e s  t h a t  i t s  custom ers need and d es ire ,, The d i s t r i b u t io n  channel 
©f lum ber, when viewed one f irm  a t  a tim e , th en  becomes an y th in g  b u t 
sim ple and s tra ig h tfo rw a rd ,,
T able IX p re s e n ts  th e  d o l l a r  volume o f revenue g e n e ra te d  by th e  
custom ers c la s s e s  ex p ressed  as  a p e rc e n t ©f th e  t o t a l  s a le s  volum e„
This p re s e n ta t io n  in d ic a te s  t h a t  th e  m ajor 'custom er o f  th e  lum ber w hole­
s a le r s  i s  th e  r e t a i l e r ,  w ith  th e  o th e r  lum ber w h o le sa le r  being  o f secon­
d ary  im portance .
In  an e f f o r t  to  m easure th e  im portance o f  th e  v a rio u s  custom er
2 See appendix  f o r  Kolmogrov-Smirnov T e s t and r e s u l t s .
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c la s s e s  to  the  w h o le sa le rs , th e  w h o le sa le rs  were asked  to  r a t e  each o f  
th e  fo u r  custom ers c la s s e s  on th e  b a s is  o f  p re fe re n c e  and p r o f i t .  In  
t h i s  manner, th e  r e l a t i v e  im portance o f th e  custom er c la s s  could  be r e ­
la t e d  to  th e  w h o le sa le r8s o p e ra t io n , and a  d e te rm in a tio n  made o f  th e  
r e la t io n s h ip  between p re fe re n c e  and p r o f i t  as i t  a f f e c te d  th e  r a t in g s  o f  
th e  custom ers c la s s e s .  The r e s u l t s  o f  th e  p re fe re n c e  and p r o f i t  r a t in g s  
a re  p re se n te d  in  Table X,
TABLE X
CUSTOMER PREFERENCE AND PROFIT RATINGS
Custom er C lass
R e ta i le r s  
C o n tra c to rs  
O ther w h o le sa le rs  
I n d u s t r i a l  and Government










I f  th e  Kolmogrov-Smirnov One-Sample T es t i s  a p p lie d  to  th e  r a t ­
in g s  u t i l i z e d  in  com piling  th e  index v a lu e s , one f in d s  t h a t  p re fe re n c e  
and p r o f i t  w ere n o t s t a t i s t i c a l l y  d i f f e r e n t  as m easures o f  im portance to  
the  w h o le sa le r .
A d e te rm in a tio n  o f the  g eo g rap h ica l lo c a t io n  o f  th e  p rim ary  con­
suming a re a s  f o r  lum ber produced in  th e  P a c i f ic  N orthw est would be 
in v a lu a b le  to  p roducers  and w h o le sa le rs  a l ik e  in  any a tte m p t by them to  
v e r t i c a l l y  in te g r a te  in to  th e se  p rim ary  consuming m ark e ts . Although 
d a ta  o f  t h i s  n a tu re  would have been v a lu a b le , th e  w h o le sa le rs  them selves 
were g e n e ra l ly  unaware o f  th e  m ajor a re a s  o f  s a l e s .  A p la u s ib le  e x p la n a tio n
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f o r  t h i s  f in d in g  can be drawn from p e rso n a l o b se rv a tio n  by th e  a u th o r„ 
Many o f  th e  w h o le sa lin g  f irm s  seemed to. be o p e ra ted  '"by th e  s e a t  o f  th e  
p a n ts "  and th e se  in d iv id u a l  f irm s  d id  n o t n o te ,  n o r d id  th e y  th in k  i t  
im p o rtan t to  n o te  th e  a re a s  to  which th ey  m arket t h e i r  p ro d u c ts 0 The 
w h o le sa le rs ' g e n e ra l resp o n ses  t© q u e s tio n in g  a s  to  t h e i r  p rim ary  m arket 
a re a s  w ere , " e a s t  o f  Omaha," and " a l l  o v e r th e  U nited  S ta te s ,,"
S ince th e  purpose  o f t h i s  p re s e n ta t io n  i s  to  p ro v id e  some in s ig h t  
in to  th e  lum ber channel o f  d i s t r i b u t io n ,  and n o t to  co m p le te ly  d e sc r ib e  
i t s  many ra m if ic a t io n s ,  i t  w i l l  s u f f ic e  to  d e s c r ib e  th e  a re a s  ©f lum ber 
s a le s  in  g e n e ra l te rm s. The a re a s  o f  lum ber s a le s  can th e n  be broken 
down in to  two a r e a s s s a le s  w ith in  th e  F h e if ie  N orthw est, and s a le s  to  
firm s  lo c a te d  o u ts id e  th e  P a c if ic  Northwest,, In  t h i s  m anner, th e  whole­
s a le r s  can be found to  e i t h e r  m arket to  custom ers w ith in  th e  P a c if ic  
N orthw est o r  to  custom ers o u ts id e  th e  P a c if ic  N orthw est. Table I I  p re ­
s e n ts  the  p e rc e n t  o f  th e  t o t a l  d o l l a r  s a le s  volume o f  th e  w h o lesa le  firm s  
so ld  to  custom ers by th e  custom ers" g e o g ra p h ica l lo c a tio n ,,
TABLE XI 
SALES BY CUSTOMER LOCATION
L o ca tio n  o f  Customer P e rc e n t o f  S a le s
W ith in  P a c if ic  N orthw est 18#
O utside  P a c if ic  N orthw est 82?
100#
The ta b le  above in d ic a te s  th a t  th e  w h o le sa le r  m arkets th e  m ajor­
i t y  ©f th e  lum ber to  custom ers lo c a te d  in  a re a s  o f  th e  U n ited  S ta te s
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o th e r  th an  th e  P a c if ic  Northwest,,
Two a d d i t io n a l  a sp e c ts  o f  th e  p ro cess  o f  d i s t r i b u t io n  by the  
w h o le sa le rs  a re  needed in  o rd e r  to  com plete the, d i s t r i b u t io n  p i c tu r e „ 
These two a d d i t io n a l  d i s t r i b u t io n  a sp e c ts  a re  th e  method by which the 
lum ber i s  t r a n s p o r te d  from  th e  s u p p l ie r  to  th e  custom er, and th e  method 
o f  ro u tin g  th e  sh ipm ent. Table X II p re s e n ts  th e  p rim ary  methods by 
which th e  lum ber i s  ro u te d  from th e  s u p p l ie r  to  th e  custom er„
TABLE X II 
LUMBER ROUTING METHODS
R outing Method P e rc e n t o f S a le s
Prom s u p p l ie r  to  custom er 73$
From w h o le s a le r 's  in v e n to ry  to  custom er 20$
D iv e rs io n  in  t r a n s i t  _ M
100$
Table XII in d ic a te s  t h a t  th e  m a jo r i ty  o f  th e  lum ber s a le s  o f the  
w h o le sa le rs  were n e v e r in  th e  p h y s ic a l  p o sse ss io n  o f  th e  w ho lesa le r,,
The d i r e c t  shipm ent from s u p p l ie r  to  custom er i s  one o f  th e  m ajor c h a r-  
a c t e r i s t i c s  o f  th e  drop  s h ip p e r  d is c u s se d  in  C hapter XI. In  C hapter I I ,  
i t  was determ ined  th a t  26 ©f th e  3li f irm s  in  th e  sample co u ld  be c l a s s i ­
f i e d  a s  drop s h ip p e rs . S ince th e  drop s h ip p e r  does n o t ta k e  p h y s ic a l 
p o sse ss io n  o f  th e  sh ipm ent, b u t o n ly  a rra n g es  f o r  th e  sh ipm en t, th e  f in d ­
in g s  in  Table X II a re  c o n s is te n t  w ith  th e  drop s h ip p e r  c l a s s i f i c a t i o n
% ee  pp . l!» -l£  and T able I ,  p . 15>„
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d isc u sse d  in  C hap ter I I ,  The 20 p e rc e n t o f  th e  s a le s  th a t  were sh ipped  
d i r e c t l y  from  th e  w h o le s a le r 's  in v e n to ry  to  th e  custom er o r ig in a te d  from 
th e  r e g u la r ,  o r  f u l l - s e r v i c e  w h o le s a le rs .
The method o f  t r a n s p o r ta t io n  u t i l i z e d  in  th e  lum ber shipm ents i s  
p re se n te d  in  ta b u la r  form  in  Table X IIIo
R a il shipm ent o f th e  lum ber was th e  most p re v a le n t  sh ip p in g  method 
u t i l i z e d  by th e  w h o le s a le rs , The u se  o f  r a i l  sh ip m en ts, r a th e r  th an  
t r u c k ,  i s  c lo s e ly  r e l a t e d  to  th e  lo c a t io n  o f  th e  custom er and th e  c o s t  
o f  t r a n s p o r ta t io n .  The economics o f  t ru c k  v e rsu s  r a i l  shipm ent may be 
g e n e ra liz e d  by th e  fo llo w in g  s ta tem e n ts  ‘"The t o t a l  c o s t  o f  shipm ent by 
r a i l  i s  low er th an  t h a t  by tru c k  beyond a  c e r ta in  d i s t a n c e ,1’^ Since th e  
m a jo r ity  o f  th e  w h o le s a le rs 8 custom ers w ere found to  be lo c a te d  o u ts id e  
th e  P a c i f ic  N orthw est (T ab le  X I) ,  th e  w h o le sa le rs  found i t  more economi­
c a l  to  sh ip  by r a i l  th a n  by t ru c k .
TABLE X III
METHOD OF LUMBER TRANSPORTATION
T ra n sp o r ta tio n  Method P e rc e n t o f  S ales





^ A lb e r t  G, W o rre ll, Economics o f  American F o re s try  (New York? 
John W ilsey and S o n s , 'I n c , ,  1958), p .  309,
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A d d itio n a l S e l l in g  S erv ices
A d d itio n a l s e l l in g  s e rv ic e s  o th e r  th an  a id in g  th e  custom er in  
o rd e r  p lacem ent a re  o f fe re d  by many o f  th e  w h o le sa lin g  f irm s . These 
a d d i t io n a l  s e rv ic e s  a re  in  th e  form o f  c la im  s e t t le m e n t  ( i„ e o ,  a r b i t r a ­
t io n  o f  d is c re p a n c ie s  between item s l i s t e d  on b i l l  o f  la d in g  and item s 
re c e iv e d  by th e  cu sto m er), p rom otional a s s i s ta n c e ,  and te c h n ic a l  ad v ice  
and in fo rm a tio n . Table XT? p re s e n ts  th e  s e l l in g  s e rv ic e s  and th e  number 
o f  firm s o f f e r in g  custom ers each s e r v ic e .
TABLE XXV 
ADDITIONAL SELLING SERVICES
S e ll in g  S e rv ice  Number o f  Firms
Claim s e tt le m e n t 30
Prom otional a s s is ta n c e  15
T ech n ica l in fo rm a tio n  10
The p o s t - s a le  s e rv ic e  o f fe re d  by a l l  b u t fo u r  o f th e  w h o le sa le rs  
was th e  c la im  s e tt le m e n t s e r v ic e .  The need f o r  t h i s  s e rv ic e  was s t r e s s e d  
by many o f  th e  w h o le sa le rs  d u rin g  th e  in te rv ie w s . The W h o lesa le rs  s ta te d  
t h a t  a  c la im  s e tt le m e n t s e rv ic e  was needed by any w holesa le  o rg a n is a t io n  
th a t  u t i l i z e d  common c a r r i e r s  in  t h e i r  o p e ra t io n . The w h o le sa le rs  con­
tin u e d  to. s t r e s s  th e  im portance o f  th e  c la im  s e t t le m e n t s e rv ic e  by num­
e ro u s , ekamples,.,of cth e  need to  e f f e c t  a  prom pt and j u s t  c la im  s e tt le m e n t 
w ith o u t in c u r r in g  th e  ex cessiv e  c o s ts  o f  fo rm al a r b i t r a t i o n .  I f  th e  
w h o le sa le r  cou ld  s e t t l e  th e  c la im  w ith o u t r e s o r t in g  to  more fo rm alized
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in q u ir y ,  he b e lie v e d  th a t  h is  r e la t io n s h ip  w ith  custom er and s u p p l ie r  
a l ik e  would be enhanced and th a t  b o th  p a r t i e s  would co n tin u e  to  depend 
upon the  w h o le sa le r  a s  a p re fe r r e d  m arke ting  in te rm ed iary ,,
P rom otional and te c h n ic a l  a s s is ta n c e  were n o t o f f e re d  custom ers by
. i"
a s  many w h o le sa le rs  as  was th e  c la im  s e tt le m e n t s e r v ic e .  The re d u c tio n  
in  the  number o f  f irm s  o f f e r in g  th e se  two s e rv ic e s  can be r e l a t e d  to  th e  
number o f  in q u i r ie s  th ey  re c e iv e d  f o r  th e s e  two s e r v ic e s .
Lumber Procurem ent
The independen t lum ber w h o le sa le r  has a t  h is  d is p o s a l  a  m u ltitu d e  
o f  p o s s ib le  so u rces  o f  su p p ly . The 1963 Census o f  M anufacturing  l i s t e d  
11*83 saw m ills and p la n n e r  m il ls  in  th e  fo u r  s t a t e s  which com prise th e  
P a c if ic  N orthw est. These p o s s ib le  so u rces  o f  sup p ly  can be d iv id ed  in to  
th re e  saw m ill ow nership c la s s e s .  In  o rd e r  to  de term ine  th e  so u rce  o f  - 
su p p ly  f o r  th e  w h o le sa le rs , th e  w h o le sa le rs  w ere asked  to  d iv id e  t h e i r  
lum ber p u rch ases  among th e se  th r e e  s u p p l ie r  c l a s s e s ,  and in  o rd e r  to  
determ ine i f  the  w h o le sa le r  depended upon h is  fe llo w  w h o le sa le rs  as a 
so u rce  o f  lum ber su p p ly , th e  a d d i t io n a l  s u p p l ie r  c la s s  o f o th e r  whole­
s a l e r  was added to  th e  s u p p l ie r  l i s t .  Table XV p re s e n ts  th e  fo u r  c la s s e s  
o f  s u p p l ie r s  and th e  amount o f  lum ber t h a t  th e  w h o le sa le rs , in  t o t a l ,  
bought from  each s u p p l ie r  c l a s s .  The p e rc en ta g e s  in d ic a te d  a re  ex p ressed  
as  a p e rc e n ta g e  o f  th e  t o t a l  lum ber pu rch ases  o f  th e  w h o le sa le rs .
Table XV shows th a t  th e  lum ber w h o le sa le rs  depended upon th e  
s in g le  owner and s u b s id ia ry  m il ls  (m il ls  under w h o le sa le r ’s c o n tro l)  f o r  
th e  m a jo r i ty  o f  t h e i r  lum ber re q u ire m e n ts . The w h o le sa le r  n o t  o n ly  de­
pends on th e  sm all m i l ls  as a so u rce  o f  su p p ly , b u t th e  sm all m il ls  
depend upon th e  w h o le sa le r  a s  th e  p rim ary  o u t l e t  f o r  t h e i r  p ro d u c tio n .
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TABLE XV
LUMBER PROCUREMENT BY SUPPLIER OWNERSHIP CLASS
S u p p lie r  G lass P e rcen t
S u b s id ia ry  m il l 32#
£6#S ing le-ow ner m i l l
C orpora te  m il l
O th er lum ber w h o le sa le r
12# 
. 100#\
These sm all m i l l s  a re  in a d e q u a te ly  fin a n c ed  and th e  l im i te d  f in a n c ia l  
b ase  p re c lu d es  them from  develop ing  an in t e r n a l  m arke ting  o rg a n iz a tio n
When the  f in d in g s  o f  B o l le 5s s tu d y  a re  a p p lie d  to  th e  sm all m i l ls  in  th e  
o th e r  th re e  s t a t e s ,  th e  sm all m i l l s ,  by u t i l i z i n g  th e  e x is t in g .m a rk e tin g  
o rg a n iz a tio n  o f  the  w h o le s a le rs ,  a r e  a b le  to  m arket t h e i r  p ro d u c tio n  
w ith o u t in c u r r in g  th e  added expense o f  an in t e r n a l  s a le s  o rg a n iz a t io n . 
The w h o le sa le rs  have th en  developed a  dependency on th e  sm all m i l ls  f o r  
a  lum ber su p p ly , and th e  sm all m i l l s ,  in  tu rn ,  have developed  a  depend­
ency on the w h o le sa le rs  m arke ting  o rg a n iz a tio n  to  p ro v id e  an o u t l e t  f o r  
t h e i r  p ro d u c tio n .^
In  o rd e r  to  f a r t h e r  d e sc r ib e  t h i s  in te rd ep en d en cy  between th e  
sm all m il ls  and th e  lum ber w h o le sa le r , each lum ber w h o le sa le r  was asked
^ B o lle , 6% a l o } opo c i t o } p© li3 o
o f  t h e i r  own th a t  i s  needed to  m arket t h e i r  p ro d u c tio n  e f f i c i e n t l y
3k
to  r a t e  th e  f o u r  s u p p l ie r  c la s s e s  on th e  b a s is  o f  p re fe re n c e  and p ro f i t . ,  
The r e s u l t s  o f  th e  r a t in g s  a re  p re se n te d  in  T able XVI.
TABLE XVI
PREFERENCE AND PROFIT RATING OF SUPPLIERS
S u p p lie r  C lass P re fe re n c e  Index P r o f i t  Index
S u b s id ia ry  ra ill^  ,925>•
S ing le-ow ner m il l  .890
C orpora te  m i l l  .690
O ther lum ber w h o le sa le r  .213
^•Based on 13 w h o le sa le rs  w ith  a  s u b s id ia ry  so u rc e  o f  su p p ly .
The ta b le  above in d ic a te s  t h a t  th e  w h o le sa le rs  c o n sid e re d  th e  
s u b s id ia ry  and s in g le -o w n er m il ls  to  be t h e i r  m ost im p o rtan t so u rce  o f  
su p p ly , c o rp o ra te  m i l l s  to  be o f  secondary  im p o rtan ce , and o th e r  lum ber 
w h o le sa le rs  o f  l i t t l e  im portance . The w h o le sa le rs  in d ic a te d  d u rin g  th e  
in te rv ie w s  t h a t  th e y  p r e f e r r e d  to  d e a l w ith  sm all m i l l s ,  r a th e r  than  
w ith  c o rp o ra te  m il ls  o r  o th e r  w h o le sa le rs  due to  th e  sm all m i l l s 8 depend­
ency upon th e  w h o le sa le rs"  m arke ting  o rg a n iz a tio n *  The w h o le sa le rs  a ls o  
in d ic a te d  t h a t  th e  s m a lle r  m i l ls  were more aware o f  t h e i r  in v e n to ry  and 
what t h e i r  f u tu r e  p ro d u c tio n  would be, a s  th e  s a le s  manager f o r  the  m il l  
was f r e q u e n t ly  in  charge  o f  lo g  procurem ent and h is  in v e n to ry  composi­
t io n  v a r ie d  l i t t l e  from  p e rio d  to  p e r io d .
In  o rd e r  to  more f u l l y  d e sc r ib e  th e  lum ber d i s t r i b u t io n  ch an n e l, 
a t t e n t io n  sho u ld  be focused  on th e  lo c a t io n  o f  th e  w h o le s a le rs 8 s u p p l ie r s .  
Table XVII p re s e n ts  th e  re g io n a l lo c a t io n  o f  th e  s u p p l ie r s  and th e  p e rc e n t
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o f  X'amber p ro cu red  from each s u p p l ie r  su b re g io n . In  o rd e r  to  p ro v id e  a 
more com plete d e s c r ip t io n  o f  th e  lo c a t io n  o f th e  s u p p l ie r  and h is  lo c a ­
t i o n a l  r e la t io n s h ip  to  th e  w h o le sa le r , th e  w h o le sa le rs  a re  a ls o  d iv id ed  
in to  co rre sp o n d in g  su b re g io n s . Table X7JI th en  p re s e n ts  th e  p e rc e n t o f 
lum ber p ro cu red  from each s u p p l ie r  sub reg io n  by each o f th e  w h o le sa lin g  
subreg ionso
TABLE XVII
LUMBER PROCUREMENT BY SUPPLIER AND WHOLESALER SUBREQION
C o a s t
W holesale Subregion g g re e n t of,„Lumber^Boujht from
Montana In lan d  Empire
Montana ,81^ 12$ k% 100$
In lan d  Empire 32$ 65$ 3$ 100$
P a c if ic  C oast 7$ 25$ 68$ 100$
The ta b le  above in d ic a te s  t h a t  th e  w h o le sa le rs  in  any p a r t i c u l a r  
re g io n  buy th e  m a jo r ity  o f  t h e i r  lum ber req u irem en ts  from  s u p p lie rs  
lo c a te d  w ith in  t h e i r  re g io n . The w h o le sa le rs  s t a t e d  t h a t  th ey  p re fe r r e d  
to  buy from  s u p p lie r s  lo c a te d  w ith in  t h e i r  su b reg io n  due to  th e  low er
V
c o s t  o f  c o n ta c t  and the  g r e a te r  amount o f  in fo rm a tio n  a v a i la b le  to  them 
abou t th e  in d iv id u a l  o p e ra t io n . The low er c o s t  o f  c o n ta c t  was o n ly  one 
o f  th e  many rea so n s  given f o r  p r e f e r r in g  to  buy from s u p p lie r s  lo c a te d  
w ith in  t h e i r  r e s p e c tiv e  su b re g io n s .
In  o rd e r  to  de term ine  th e  f a c to r s  th a t  de term ined  th e  s e le c t io n  
o f  an in d iv id u a l  source  o f  su p p ly , o th e r  th an  lo c a t io n ,  th e  w h o le sa le rs  
were asked  to  r a t e  v a r io u s  s u p p l ie r  c h a r a c t e r i s t i c s .  The s u p p l ie r
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c h a r a c t e r i s t i c s  in c lu d ed  p r ic e  as  w e ll a s  n o n -p r ic e  f a c t o r s .  The r e s u l t s  
©f th e  reasons f o r  s u p p l ie r  s e le c t io n  a r e  p re se n te d  in  Table X V III.
TABLE XVIII 
SUPPLIER SELECTION
F a c to r Im portance
D e liv e ry  r e l i a b i l i t y c90h
Q u a lity  g u a ran tee .881
P rev ious r e la t io n s .861*
P r ic e * .856
Mixed c a rs  a v a i la b le .608
S u p p lie r  lo c a t io n .606
Less th a n  c a r lo a d  l o t s .351
Cash d isc o u n ts* .313
Commissions* .27ii
*  P r ic e  f a c to r s .
In  g e n e ra l te rm s , th e  f a c to r  r a t in g s  in d ic a te d  in  Table XVIII 
showed th a t  th e  w h o le sa le r  does n o t base h is  s u p p l ie r  s e le c t io n  p r im a r i ly  
upon p r i c e  f a c to r s  ( p r ic e ,  cash  d is c o u n ts ,  and com m issions). In  f a c t ,  
p r ic e  f a c to r s  a f f e c t in g  s u p p l ie r  s e le c t io n  seem to  be o f  secondary  im-
v
p o r ta n c e . One w h o le sa le r  in d ic a te d  du rin g  th e  in te rv ie w  th a t  some saw­
m il l s  c o n s is te n t ly  m arket t h e i r  p ro d u c tio n  a t  p r ic e s  below th e  g e n e ra l 
m arket l e v e l  due to  th e  n o n -p r ic e  f a c to r s  o f  q u a l i ty  and d e l iv e ry .  The 
w h o le sa le rs  in d ic a te d  by t h e i r  r a t in g s  t h a t  i t  i s  g e n e ra l ly  th e  n o n -p r ic e  
f a c to r s  which a re  o f  dom inant im portance in  th e  s e le c t io n  o f  a  s u p p l ie r .
37
The w h o le sa le r  was found  to  be more concerned w ith  n o n -p r ic e  f a c ­
to r s  due to  t h i s  need  to  p re s e rv e  good w i l l  w ith  h i s  custom ers. I f  th e  
w h o le sa le r  was to  re c e iv e  r e p e a t  o rd e rs  from  h is  cu sto m ers , he needed to  
b u ild  a  good t r a d e  r e la t io n s h ip  w ith  h is  custom ers. Only th rough th e  
p ro p e r  s e le c t io n  o f  s u p p lie r s  was th e  w h o le sa le r  a b le  to  co n tin u e  to  
supp ly  h is  custom ers w ith  h ig h -q u a l i ty  p ro d u c ts  and co n tin u e  to  c u l t i v a t e  
r e p e a t  b u s in e ss  from  h is  cu sto m ers . I f  h is  custom er became d i s s a t i s f i e d  
w ith  th e  q u a l i ty  o f  p ro d u c t t h a t  he was re c e iv in g  due to  th e  w h o le sa le r  
s e le c t in g  s u p p l ie r s  on th e  b a s is  o f  p r ic e  o n ly , th e  w h o le sa le r  would f a i l  
in  th e  lo n g  run  to  g e n e ra te  r e p e a t  b u s in ess  from cu sto m ers , due to  h is  
p re o c cu p a tio n  w ith  maximizing h is  s h o r t- ru n  p r o f i t .
P rev ious r e la t io n s h ip s  a ls o  ra te d  h ig h e r  th an  p r i c e .  The p a tro n ­
age m otive should  be view ed from a lo n g -ran g e  p e rs p e c tiv e  in  o rd e r  to  
a t t a c h  meaning to  i t .  18C ooperation  between s u p p l ie r  and w h o le sa le r  seems 
to  be th e  key to  th e  developm ent o f  a  lo n g -te rm  tra d e  r e la t io n s h ip ,  and 
w ith  t h i s  c o o p e ra tio n  between s u p p l ie r  and w h o le sa le r , bo th  p a r t i e s  can 
p r o f i t . T h e  s u p p l ie r  m ust reco g n ize  t h a t  th e  w h o le sa le r  i s  concerned  
w ith  h is  a b i l i t y  to  e f f e c t iv e ly  fu n c tio n  a s  a  so u rce  o f  su p p ly , and th e  
w h o le sa le r  m ust reco g n ize  t h a t  th e  s u p p l ie r  i s  concerned  w ith  th e  fu n c ­
t io n in g  o f  th e  w h o le sa le r  a s  th e  m arke ting  o rg a n iz a t io n  f o r  h is  p ro d u c ts .
"P atronage  th e n  i s  f r e q u e n t ly  as  s tro n g  a  m otive a s  p r o f i t ,  and e q u a lly
8im p o rtan t to  th e  o v e r a l l  su ccess  o f  th e  d i s t r i b u t io n  e f f o r t . "
^Howard T. Lew is, Procurem ent (Chicagog R ichard  D„ Irw in , I n c . ,  
19U9), p . U10.
8Adair, ©g. cit., p. 10.
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The economic f a c to r s  o f  cash  d isco u n ts  and commissions which a f ­
f e c te d  s u p p l ie r  s e le c t io n  were ra te d  o f  l e s s  im portance th an  one would 
ex p ec t. An e x p la n a tio n  f o r  th e  low er th an  expec ted  r a t in g  o f  th e s e  two 
f a c to r s  i s  p o s s ib le .  The w h o le sa le rs  in d ic a te d  d u rin g  th e  in te rv ie w s  
th a t  cash  d isc o u n ts  and commissions were s ta n d a rd iz e d  th ro u g h o u t th e  
in d u s try , and because th ey  were s ta n d a rd iz e d , in  th e  f i n a l  s e le c t io n  o f  
th e  in d iv id u a l  s u p p l ie r  th ey  were n o t im p o rtan t.
The m arket t r a n s a c t io n s  o f  th e  lum ber w h o le sa le  firm s were found 
to  have been perform ed by o f f i c e  salesm en known a s  " t r a d e r s  »" These 
o f f i c e  salesm en r e l i e d  g r e a t ly  upon ra p id  tra n sm is s io n  o f  o rd e rs  between 
custom ers and s u p p l ie r s  in  o rd e r  to  o p e ra te  e f f e c t iv e ly ,  and th u s  r e l i e d  
h e a v ily  upon th e  te lep h o n e  as t h e i r  p rim ary  means o f  communication w ith  
th e  buying and s e l l in g  s id e s  o f  th e  m arke t.
The method o f  p r ic e  q u o ta tio n  a ls o  r e f l e c te d  th e  n a tu re  o f  th e  
t r a d e r .  I t  was found t h a t  th e  t r a d e r s  r e l i e d  h e a v ily  upon a d i r e c t  quo­
ta t i o n  o f  th e  c u r r e n t  m arket p r ic e  o f  th e  commodity, r a th e r  than  upon a 
p u b lish e d  p r ic e  l i s t  is su e d  by th e  in d u s try . The t r a d e r s ” r e l ia n c e  upon 
th e  m arket q u o ta tio n  r e f l e c te d  th e  c o m p e titiv e  and f lu c tu a t in g  n a tu re  
o f  th e  lum ber m arke t. The t r a d e r  th en  had to  r e ly  upon h i s  judgraept o f  
th e  c u r r e n t  p r ic e  o f  th e  lum ber commodity, r a th e r  th an  r i s k  lo s s ; o f  re v ­
enue from q u o tin g  a  p r ic e  based  on th e  p re v io u s  weeks m arket c o n d it io n s .
W holesa lers were found to  g e n e ra te  t h e i r  s a le s  volume from lum ber 
s a l e s ,  a lth o u g h  th e  com position  o f  t h e i r  s a le s  v a r ie d  from f irm  tp  f irm . 
By s p e c ia l iz in g  in  th e  s a le  o f  lum ber, th e  l a r g e r  w h o lesa le  f irm s  found 
t h a t  th ey  cou ld  perform  th e  w h o lesa le  fu n c tio n  more e f f i c i e n t l y  th an  i f
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th e y  were re q u ire d  to  m arket p ro d u c ts  o th e r  th an  lum ber. The custom er to  
whom th e  lum ber was so ld  v a r ie d ,  r e f l e c t i n g  th a t  th e  lum ber d i s t r i b u t io n  
channel i s  n o t a d i r e c t  ch an n e l from p ro d u ce r to  w h o le sa le r  to  r e t a i l e r .  
The many and v a r ie d  custom ers o f  th e  w h o le sa le rs  in d ic a te d  t h a t  th e  whole­
s a l e r  a c te d  more a s  a m ark e tin g  in te rm e d ia ry  f o r  lum ber, r a th e r  th an  a s  a 
d i r e c t  p ro d u ce r lin k a g e  w ith  th e  p rim ary  consuming m arke t.
The custom ers o f  th e  w h o le sa le rs  were found to  be s c a t te r e d  
th ro u g h o u t th e  U nited  S ta te s ,  The wide g e o g ra p h ica l d i s t r i b u t io n  o f  th e  
custom ers d ic ta te d  th e  need f o r  th e  w h o le sa le rs  to  a c t  as  drop sh ip p e rs  
r a th e r  th a n  a s  f u l l  s e r v ic e  w h o le sa le rs . By ro u tin g  th e  lum ber shipm ent 
d i r e c t l y  from  th e  m i l l  to  th e  custom er by r a i l ,  th e  w h o le sa le r  was a b le  
to  e f f e c t iv e ly  p ro v id e  f o r  th e  t r a n s p o r ta t io n  o f  th e  lum ber to  th e  c u s ­
tom er a t  th e  lo w est p o s s ib le  c o s t ,  w ith o u t in c u r r in g  th e  a d d i t io n a l  
h an d lin g  c o s ts  o f  th e  f u l l  s e r v ic e  w h o le sa le r .
The w h o le sa le r 's  s u p p l ie r s  were lo c a te d  in  the  w h o le s a le r ’s sub- 
re g io n  and w ere g e n e ra l ly  th e  sm a lle r  m i l l s .  The w h o le sa le rs  and th e  
sm all m i l l s  w ere g e n e ra l found to  depend upon each o th e r .  The w h o le sa le r  
depended upon th e  sm all m i l l  to  p ro v id e  th e  needed p ro d u c tiv e  c a p a c ity , 
and th e  sm all m i l l s  w ere found by B o lle  to  depend upon th e  w h o le sa le rs  
to  p ro v id e  a  m arke ting  o rg a n iz a tio n  which was needed in  o rd e r  to  m arket 
t h e i r  lum ber p ro d u c tio n . The w h o le sa le rs  s e le c te d  t h e i r  s u p p lie r s  more 
on th e  b a s is  o f  n o n -p r ic e  f a c to r s  th an  on p r ic e  f a c to r s .  The p re v a len c y  
o f  n o n -p r ic e  f a c to r s  a f f e c t in g  s u p p l ie r  s e le c t io n  co u ld  be d i r e c t l y  r e ­
l a t e d  to  th e  w h o le s a le rs 1 a tte m p t, in  th e  lo n g  ru n , to  re c e iv e  re p e a t  
b u s in e ss  from  t h e i r  cu sto m ers . P rev io u s  r e la t io n s  w ith  th e  s u p p l ie r  were 
a ls o  an im p o rtan t v a r ia b le  in  th e  s e le c t io n  o f  th e  s u p p l ie r .  T his long
Uo
range tr a d e  r e la t io n s h ip  can be view ed as  one o f  th e  most im p o rtan t f a c ­
t o r s  in  th e  lum ber d i s t r i b u t io n  ch an n e l, and A dair found t h i s  to  be th e  
b a s is  f o r  th e  co n tin u ed  e x is ta n e e  o f  th e  independen t w h o le sa le r -m il l  
r e l a t io n s h ip .
Looking a t  th e  lum ber w h o le sa le r  as  an ag en t in  th e  lum ber d i s ­
t r i b u t io n  ch an n e l, one i s  a b le  to  r e a l i z e  h is  im portance to  th e  sm all 
saw m ills a s  an ex ten s io n  o f  th e  saw m ills" o rg a n iz a t io n , and a s  a s p e c ia l ­
iz e d  a g e n t in  th e  p rim ary  d i s t r i b u t io n  o f  th e  lum ber produced by th e se  
sm all saw m ills lo c a te d  in  th e  P a c if ic  N orthw est.
CHAPTER IV
AUXILIARY FUNCTIONS
This c h a p te r  concludes th e  g e n e ra l d e s c r ip t io n  o f  th e  o p e ra tio n  
o f  th e  lum ber w h o le sa le r . The a u x i l i a r y  fu n c tio n s  o f  lum ber w h o le sa lin g  
a re  d isc u sse d  s e p a ra te ly  in  t h i s  c h a p te r  to  p ro v id e  th e  re a d e r  w ith  f u r ­
th e r  in s ig h t  in to  th e  fu n c tio n s  o f  th e  w h o le sa le rs  o th e r  th an  j u s t  th e  
buying and s e l l in g  o f  lum ber. Each o f  th e  a u x i l i a r y  fu n c tio n s  o f  th e  
w h o le sa le rs  w i l l  be d isc u sse d  in  g e n e ra l te rm s , and then  i t s  im portance 
in  th e  d i s t r i b u t i o n  p ro c e ss  o f lum ber w i l l  be p re s e n te d .
The fu n c tio n  o f f in a n c in g  perform ed by th e  lum ber w h o le sa le r  i s  
o f  such a complex n a tu re  t h a t  i t  i s  w orthy o f  a  p re s e n ta t io n  o f  i t s  own 
more f u l l y  th an  i t  w i l l  be p re se n te d  in  t h i s  d is c u s s io n . The w h o le sa le r  
i s  bound w ith  many complex f in a n c ia l  t i e s  w ith  th e  p ro d u c e r, custom er, 
and th e  f in a n c ia l  i n s t i t u t i o n s ,  bu t f o r  th e  ease  o f  p re s e n ta t io n  and to  
p ro v id e  a  s im p lif ie d  p ic tu r e  o f  th e  w h o le s a le rs ' fu n c tio n  in  th e  f in a n ­
c i a l  t r a n s a c t io n s  o f  th e  ch an n e l, o n ly  th e  more obvious fu n c tio n s  w i l l  
be p re s e n te d . The fu n c tio n  w i l l  c e n te r  on th e  w h o le sa le r  as  a so u rce  o f 
f in a n c ia l  a s s is ta n c e  fo r  the  p ro d u c e rs , and a  so u rce  o f  c r e d i t  f o r  h is  
cu sto m ers . The im portance o f  th e  lum ber w h o le sa le r  can b e s t  be p re s e n te d  
by th e  fo llo w in g  q u o ta tio n s  " I t  can be s a id  w ith o u t f e a r  o f  ex ag g e ra tio n  
t h a t  th e  f in a n c in g  fu n c tio n  c u ts  a c ro ss  every  t r a n s a c t io n  in  th e  w hole- 
s a l in g  s e c to r .  . . .
^Revzan, o jd . cit., p. hk5<> ,
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The w h o le sa le rs  f in a n c e  p ro d u cers  e i t h e r  i n d i r e c t ly  o r  d ire e t ly o  
I n d i r e c t  f in a n c in g  i s  accom plished  by th e  w h o le sa le r  th ro u g h  prepaym ent 
o f  the  in v o ic e , en ab lin g  th e  p ro d u ce r to  more q u ic k ly  c o n v e r t h is  in v en ­
to ry  to  c ash . S ince t h i s  i n d i r e c t  p ro d u ce r f in a n c in g  i s  co n s id e re d  by 
most m ark e te rs  as  n o t to  be t r u l y  p ro d u cer f in a n c in g , b u t o n ly  an a tte m p t 
by th e  w h o le sa le r  .to maximize h is  p r o f i t  th rough  ta k in g  advan tage o f  th e  
2 p e rc e n t cash  d is c o u n t fo r  payment o f  th e  o rd e r  in  l e s s  th an  10 days 
from th e  d a te  o f  o rd e r  p lacem en t, th e  focus o f  p ro d u ce r f in a n c in g  w i l l  
s h i f t  to  more d i r e c t  f in a n c in g  m ethods, and th e  w h o le s a le r 's  r o le  in  
t h i s  d i r e c t  p ro d u cer f in a n c in g .
The e x is te n c e  o f  in a d e q u a te ly  f in a n c e d  saw m ills in  Montana was
2shown by a  s tu d y  conducted  by B o lle  and o th e r s .  They in d ic a te d  th a t  i t  
was th e  sm all saw m ills (p ro d u c tio n  l e s s  th an  10 m il l io n  board f e e t  annu­
a l l y )  who were g e n e ra l ly  tin d e r-f in a n c e d . Due to  t h e i r  l im i te d  f in a n c ia l  
b a se , th e se  m i l l s  were fo rc e d  to  cea se  o p e ra tio n s  in  tim es o f  a s la c k  
lum ber m ark e t. B o lle  a ls o  de term ined  t h a t  due to  t h e i r  f i n a n c ia l  i n s t a ­
b i l i t y ,  th e se  sm all saw m ills were unab le  to  o b ta in ,  th rough  th e  norm al 
c r e d i t - g r a n t in g  f in a n c ia l  i n s t i t u t i o n s ,  th e  c a p i t a l  needed f o r  them to  
c o n tin u e  o p e ra t io n . The sm all saw m ills were th en  fo rc e d  to  tu rn  to  
a l t e r n a t e  so u rces  o f  f in a n c i a l  a s s i s ta n c e .  One obvious a l t e r n a t e  source 
o f  f in a n c ia l  a s s is ta n c e  th en  became th e  w h o le sa le r  who m arketed t h e i r  
p ro d u c tio n . B e l l e 's  o b se rv a tio n s  o f  th e  Montana saw m ills can  be a p p lie d  
to  th e  sm all saw m ills in  th e  o th e r  th re e  s t a t e s ,  a s  f in a n c ia l  problem s 
a r e  common th ro u g h o u t th e  w este rn  lum ber in d u s try . The w h o le sa le r  may
2 3B o lle  e t  a l . , op .• c i t . , p . 39. m b  i d . , p . 1*0.
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t h e n  b e  c o n s i d e r e d  t o  b e  a n  im p o r t a n t  s o u r c e  o f  d i r e c t  f i n a n c i a l  a s s i s t ­
a n c e  f o r  t h e  s m a l l  s a w m i l l s  i n  t h e  P a c i f i c  n o r t h w e s t .
I n  o r d e r  t o  m in im iz e  t h e  r i s k  i n  g r a n t i n g  f i n a n c i a l  a i d  t o  t h e  
s m a l l  s a w m i l l s ,  t h e  w h o l e s a l e r s  w e r e  fo u n d  t o  r e l y  u p o n  t h e  f i e l d  w a r e ­
h o u s in g  e s t a b l i s h m e n t  t o  s e c u r e  t h e  lo a n , ,  A f i e l d  w a r e h o u s e  " i s  a n  
e s t a b l i s h e d  p u b l i c  w a r e h o u s e  o n  t h e  s a w m i l l ' s  p r e m i s e s  w h e r e  s t o r a g e  
c e r t i f i c a t e s  a r e  i s s u e d  b y  t h e  w a r e h o u s in g  f i r m  t o  t h e  s a w m i l l  w h ic h  m ay 
t h e n  b e  u t i l i z e d  a s  c o l l a t e r a l  t o  o b t a i n  t h e  n e e d e d  f i n a n c i a l  a s s i s t a n c e  
fr o m  t h e  f o r m a l  f i n a n c i a l  i n s t i t u t i o n s . nu I n  t u r n ,  f o r  p r o v i d i n g  f i n a n ­
c i a l  a s s i s t a n c e  f o r  t h e  s a w m i l l ,  t h e  w h o l e s a l e r  w a s  g r a n t e d  t h e  p r i v i l e g e  
o f  m a r k e t in g  t h e  p r o d u c t i o n  o f  t h e  s a w m i l l . B y t h i s  a r r a n g e m e n t ,  b o t h  
p a r t i e s  p r o f i t e d .  T he s a w m i l l  r e c e i v e d  t h e  n e e d e d  c a p i t a l  t o  c o n t i n u e  
o p e r a t i o n ,  a n d  t h e  w h o l e s a l e r  w a s  a c c o r d e d  a  c o n t i n u i n g  s o u r c e  o f  s u p p l y .
T he e x t e n s i o n  o f  c r e d i t  t o  t h e  w h o l e s a l e r ' s  c u s t o m e r s  w a s  a l s o  
fo u n d  t o  b e  a  v i t a l  f u n c t i o n  p e r f o r m e d  b y  t h e  w h o l e s a l e r  i n  t h e  d i s t r i b u ­
t i o n  o f  lu m b e r .  T h e w h o l e s a l e r s  w e r e  f o u n d  t o  d e p e n d  t o  a  g r e a t  e x t e n t  
o n  t h e i r  k n o w le d g e  o f  t h e ,  i n d i v i d u a l ' s  a b i l i t y  t o  m e e t  h i s  f i n a n c i a l  
o b l i g a t i o n s .  I f  t h e  w h o l e s a l e r  w a s  t o  d e p e n d  u p o n  t h e  p u b l i s h e d  c r e d i t  
r a t i n g s  o f  h i s  c u s t o m e r s ,  t h e  w h o l e s a l e r s  i n d i c a t e d  t h a t  t h e y  w o u ld  n o t  
b e  a b l e  t o  s e l l  t o  c u s t o m e r s  w i t h  whom t h e y  h a d  b e e n  d e a l i n g  f o r  a  n u m b er  
o f  y e a r s .  B y e x t e n d i n g  c r e d i t  t o  t h e s e  " p o o r - r i s k "  c u s t o m e r s ,  t h e  w h o le ­
s a l e r  w a s  n o t  o n l y  a l l o w i n g  th e m  t o  c o n t i n u e  o p e r a t i o n ,  b u t  h e  w a s  a l s o  
p r o v i d i n g  a  v i t a l  s e r v i c e  t o  t h e  d i s t r i b u t i o n  c h a n n e l  b y  a b s o r b i n g  t h e
y
r i s k  a s s o c i a t e d  w i t h  s e l l i n g  t o  t h e s e  c u s t o m e r s .  A f u r t h e r  d i s c u s s i o n
^Revzan, 033. cit., p. i*E>6 .
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o f  th e  w h o le s a le r ’s fu n c tio n  as a r isk -a ssu m in g  ag en t w i l l  be p re se n te d  
l a t e r  in  th e  c h a p te r .
From th e  p reced in g  d is c u s s io n  one can p e rc e iv e  t h a t  th e  w h o le sa le r  
p ro v id es  th e  channel w ith  c o n s id e ra b le  f in a n c i a l  a s s is ta n c e  th rough  c r e d i t  
t r a n s a c t io n s  and e x te n s io n s . A lthough th e  w h o le sa le r  e f f e c t iv e ly  fu n c ­
t io n s  a s  an independen t f in a n c i a l  in te rm e d ia ry , th e  w h o le sa le r  i s  a ls o  
dependent upon form al f in a n c ia l  i n s t i t u t i o n s  f o r  f a c to r in g  ( i . e . ,  buying 
acco u n ts  re c e iv a b le  a t  a d is c o u n t from th .q ir  face» v a lu ed  p r i v i l e g e s .v'-
W ithout th e  f a c to r in g  a s s is ta n c e  g ran ted  by th e  fo rm al f in a n c ia l  i n s t i t u ­
t i o n s ,  th e  w h o le sa le rs  would be e f f e c t iv e ly  l im i te d  in  th e  number o f  s a le s  
by th e  amount o f c a p i t a l  a v a i la b le  i n t e r n a l ly ,  and w ith o u t th e  f a c to r in g  
p r iv i l e g e ,  th e  w h o le sa le rs  would n o t be a b le  to  co n tin u e  to  fu n c tio n  a t  
t h e i r  p re s e n t  l e v e l  and would be l im i te d  in  th e  e x ten s io n  o f  c r e d i t  to  
th e 'i r  custom ers."’
Communication
The lum ber m arketing  in te rm e d ia ry , due to  h is  p o s i t io n  in  th e  d i s ­
t r i b u t io n  ch an n e l, i s  th e  p ro d u c e r’s p rim ary  c o n ta c t  w ith  th e  consuming 
m arket and th e  consuming m ark e t’s c o n ta c t  w ith  th e  s u p p l ie r .  For t h i s  
re a so n , th e  lum ber w h o le sa le r  becomes an e s s e n t i a l  l in k  in  th e  communica­
t io n  netw ork o f  th e  d i s t r i b u t io n  ch an n e l.
In  o rd e r  to  q u a n tify  th e  w h o le sa le r’s fu n c tio n  a s  a  so u rce  o f  
su p p ly  f o r  h is  custom ers and as  a  p ro d u c tio n  o u t l e t  f o r  th e  s u p p l ie r s ,  
th e  w h o le sa le rs  w ere asked to  in d ic a te  th e  number o f  d i f f e r e n t  custom ers 
and s u p p lie r s  w ith  whom th ey  d e a l t  du rin g  1965. T able XIX p re s e n ts  th e
%Md., p. Ii5 8 .
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number o f  so u rces  o f  su p p ly  from which th e  w h o le sa le rs  bought t h e i r  
lum ber, and Table XX p re s e n ts  th e  number o f  d i f f e r e n t  custom ers to  whom 
th e  lum ber was s o ld .
TABLE XIX 
SOURCE OF SUPPLY
Number o f  S u p p lie rs
Less th an  SO 
SO to  100
101 to  150
More th an  150







Number o f  Customers
Less th an  50 
50 to  100
i o i  to  150
More th an  150






-̂Only 32 responding firms.
US
T ables XIX and XX in d ic a te  th a t  th e  w h o le sa le rs  bought t h e i r  
lum ber from a la rg e  number o f  s u p p lie rs  and so ld  th e  lum ber to  an even 
l a r g e r  number o f  custom ers. Table XIX in d ic a te s  t h a t  th e  w h o le sa le rs , 
in  g e n e ra l, d id  n o t buy t h e i r  lum ber from any s in g le  o u t l e t ,  b u t bought 
lum ber from a la rg e  number o f  s u p p l ie r s .  The la rg e  number o f  s u p p lie rs  
can be t ra c e d  to  the  s iz e  o f  s u p p lie r s  from which th e  w h o le sa le rs  gener­
a l l y  bought t h e i r  lum ber. S in ce  th e  w h o le sa le rs  were found to  buy t h e i r  
lum ber from sm all p ro d u c e rs , th e  w h o le sa le r  needed to  buy from a  la rg e  
number o f  th e se  sm all volume s u p p lie r s  in  o rd e r to  o b ta in  th e  volume o f 
needed lum ber. The w h o le sa le rs  a ls o  in d ic a te d  th a t  th e y  were re q u ire d  
to  buy from a  la rg e  number o f  s u p p lie r s  i f  th ey  were to  o b ta in  th e  v a r i ­
e ty  o f  lum ber p ro d u c ts  t h a t  t h e i r  custom ers d e s ir e d .  A th i r d  reaso n  f o r  
th e  la rg e  number o f  s u p p l ie r s  was th e  w h o lesa le rs"  methods o f  s e le c t in g  
th e  supp ly  so u rc e . In  an e f f o r t  to  o b ta in  th e  p ro d u c ts  a t  a p r ic e  eon- 
s i s t e n t  w ith  an a c c e p ta b le  p r o f i t  m arg in , the  w h o le sa le r  needed to  con­
t a c t  a  number o f  s u p p lie rs  in  an e f f o r t  to  p ro cu re  th e  p ro d u c ts  a t  the  
lo w est p o s s ib le  p r ic e  which was a ls o  c o n s is te n t  w ith  o th e r  f a c to r s  
in f lu e n c in g  s u p p l ie r  s e le c t io n .
The la rg e  number o f  custom ers to  which th e  p ro d u c ts  were so ld  i s  
c o n s is te n t  w ith  th e  s t r a t e g i c  in te rm e d ia ry  p o s i t io n  o f  th e  w h o le sa le r .^  
One would ex p ec t t h a t  th e  w h o le sa le r  would s e l l  to  a  la r g e  number o f  
custom ers in  o rd e r  to  g e n e ra te  a  s a le s  volume o f  th e  m agnitude which was 
found in  T able I I I .  S ince  th e  w h o le sa le r ’s m ajor custom er on a  d o l l a r  
volume b a s is  was found to  be th e  r e t a i l e r  (T able  V I I I ) ,  and th e  whole­
s a le r s  s t a t e d  t h a t  r e t a i l e r s  g e n e ra l ly  o rd e r  sm all q u a n t i t i e s  o f  lum ber,
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th e  a u th o r  b e lie v e s  t h a t  th e  w h o le sa le r , to  g e n e ra te  a la rg e  d o l l a r  s a le s  
volume, needs to  s e l l  to  a  la r g e  number o f  custom ers.
In h e re n t in  th e  communication netw ork o f  the  lum ber d i s t r ib u t io n  
channel i s  th e  flow  o f  in fo rm a tio n  between th e  w h o le sa le rs  and t h e i r  sup­
p l i e r s  and custom ers. In  o rd e r  to  m easure and q u a n tify  th e  in fo rm a tio n  
d e s ire d  by th e  w h o le sa le r  from h is  s u p p l ie r s  and custom ers, ca rd  s e ts  
were employed. Table XXI p re s e n ts  th e  r e l a t i v e  im portance o f  the  i n f o r ­
m ation which th e  w h o le sa le r  d e s ire d  from h is  s u p p l ie r s .
TABLE XXI 
INFORMATION DESIRED FROM' SUPPLIER
Item ' Im portance Index
D e liv e ry  tim e .926
In v en to ry  a v a i la b le
t—COo
F u tu re  p ro d u c tio n .779
P r ic e  l i s t .721*
S p e c ia l ly  p r ic e d  item s .717
T ech n ica l in fo rm atio n
P o s s i b i l i t y  o f  new p ro d u c t .1*19
One method o f  d i f f e r e n t i a t i n g  th e  in fo rm atio n  d e s ire d  from th e  
s u p p l ie r  f o r  ease  o f  d is c u s s io n  i s  to  d is t in g u is h  between p r ic e  and non­
p r ic e  in fo rm a tio n . The im portance o f  n o n -p r ic e  in fo rm a tio n  from th e  
s u p p l ie r  i s  c le a r  a s  th e  w h o le sa le r  d e s ire d  to  know th e  d e l iv e ry  tim e , 
th e  in v e n to ry  a v a i la b le  f o r  sh ipm ent, and th e  su pp lie r® s f u tu r e  p ro ­
d u c tio n , r a th e r  th an  th e  p r ic e  o f  th e  p ro d u c t and th e  a v a i l a b i l i t y  o f
1*8
s p e c ia l ly  p r ic e d  ite m s . The w h o le s a le rs 8 concern w ith  n o n -p r ic e  inform a­
t io n  was c o n s is te n t  w ith  th e  n o n -p r ic e  re a so n s  f o r  s u p p l ie r  s e le c t io n  
p re s e n te d  in  Table XVII„ A f in d in g  o f  t h i s  n a tu re  f u r th e r  s u b s ta n t ia te s  
th e  s ta tem e n t o f  Revzang “The w h o le sa le rs  a re  g e n e ra l ly  concerned w ith  
n o n -p r ic e  f a c to r s  which a f f e c t  h is  o p e ra tio n  and th e s e  n o n -p r ic e  f a c to r s
a re  em phasized in  the  w h o le s a le r 's  a tte m p t to  d i f f e r e n t i a t e  h is  s e rv ic e
7
on o th e r  th an  a  p u re ly  economic b a s i s . ” By s e le c t in g  a s u p p l ie r  w ith  a  
s h o r t  la g  tim e (p e r io d  between o rd e r  p lacem ent and sh ip m en t), th e  whole­
s a l e r  would be a b le  to  reduce h is  c u s to m e r 's  in v e n to ry  rep len ish m en t tim e 
and a llo w  h is  custom er to  o p e ra te  w ith  a sm a lle r  l e v e l  o f  perm anent in v en ­
to ry ,, The c u s to m er 's  low er l e v e l  o f  in v e n to ry  would th en  a llo w  th e  cu s­
tom er to  o p e ra te  more p r o f i t a b ly  w ith  l e s s  o f  h is  c a p i t a l  id le  in  in v e n to ry .
In  am e f f o r t  to  m easure th e  im portance o f  th e  in fo rm a tio n  d e s ire d  
from th e  w h o le sa le r ’s custom er, th e  c a rd  s e t s  were once more employed.
By o b ta in in g  an im portance m easure o f  th e  in fo rm a tio n  d e s ir e d  from the  
custom er, th e  w h o le sa le r  can be an a ly zed  in  much the  same manner as  he 
was in  th e  p reced in g  d is c u s s io n . Table XXII p re s e n ts  th e  in fo rm a tio n  
d e s ir e d  from  th e  custom er and th e  r e l a t i v e  im portance o f  each item  to  the  
w h o le sa le r .
The in fo rm a tio n  d e s ir e d  from th e  custom er can be d iv id e d  in to  two 
c a te g o r ie sg  p ro d u c t knowledge and custom er n eed s . By d iv id in g  th e  in ­
fo rm atio n  d e s ir e d  in to  th e se  two c la s s e s ,  one i s  b e t t e r  a b le  to  r e l a t e  
th e  im portance of th e  in fo rm a tio n  item s to  th e  w h o le s a le r 's  concern  w ith  
custom er r a th e r  th an  p ro d u c t n eed s . T able XXII in d ic a te s  t h a t  th e  whole­
s a l e r s  seemed to  be custom er, r a th e r  th an  p ro d u c t o r ie n te d .
7Ibid. , p. 33>7.
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O ther A u x ilia ry  F unctions
One o th e r  a u x i l i a r y  m arketing  fu n c tio n  perform ed by th e  w h o le sa le r  
i s  m arket a n a ly s is  and in fo rm a tio n  t r a n s f e r a l . .
M arket a n a ly s is  i s  perform ed by th e  w h o le sa le r  in fo rm a lly . Through 
e x te n s iv e  d e a lin g s  w ith  many p rod u cers  and cu sto m ers , th e  w h o le sa le r  i s  
a b le  to  d is c e rn  th e  many and v a r ie d  p o s s ib le  u ses  f o r  lum ber. The lum ber 
w h o le sa le r  was found , on o c c a s io n , to  ap p ly  h is  p ro d u c t knowledge to  a 
m arket s i t u a t io n  where one o f  h is  custom ers has a  u se  f o r  lum ber, w ith  
no p ro d u c t c u r r e n t ly  being  produced to  f u l f i l l  th e  n eed . An example o f  
t h i s  a p p l ic a t io n  o f p ro d u c t knowledge was ten d e red  by one p a r t i c u l a r  
w h o le sa le r , who s t a t e d  t h a t  one o f  h is  m ajor custom ers b u i l t  s to rag e : 
sheds f o r  farm  equipm ent. The m a te r ia ls  used  in  c o n s tru c tin g  th e s e  sheds 
needed to  be cap ab le  Of w ith s ta n d in g  extrem e c l im a tic  c o n d itio n s  w h ile  
keep ing  m aintenance c o s ts  low . The w h o le sa le r  reco g n ized  th e  need  f o r  a 
s p e c ia l  p ro d u c t, and a id e d  th e  developm ent and m anufacture  o f  s p e c ia l ly
F u tu re  needs
F a s t  s e l l i n g  item s
Demand o u tlo o k  f o r  a re a
New u ses  f o r  e x is t in g  p ro d u c t
Need f o r  new p ro d u c t
50
t r e a te d  m a te r ia ls  f o r  use  by th e  custom er in  c o n s tru c tin g  th e se  s p e c ia l ­
iz e d  equipm ent s h e l t e r s .
I f  th e  custom er i s  a b le  to  u se  a  la r g e  enough q u a n t i ty  o f  th e  item  
to  w a rran t i t s  p ro d u c tio n , th e  lum ber w h o le sa le r  w i l l  s e l e c t  a s u p p l ie r  
who i s  b e s t  a b le  to  m anufacture  th e  p ro d u c t. The w h o le sa le r  i s  th en  a b le  
to  a llow  th e  p ro d u ce r to  more e f f i c i e n t l y  u t i l i z e  equipm ent which i s  
p a r t i a l l y  i d l e  o r  may enab le  th e  p ro d u ce r to  o b ta in  a  g r e a te r  r a t e  o f  
r e tu rn  from  h is  p ro d u c tio n  by m anufactu ring  th e  s p e c ia l iz e d  p ro d u c t from 
m a te r ia ls  which were fo rm erly  co n s id e red  w a ste . %  p ro v id in g  th e  custom er 
w ith  h is  s p e c ia l iz e d  p ro d u c t, and th e  p ro d u ce r w ith  a  h ig h e r  p r o f i t  item , 
th e  w h o le sa le r  has in fo rm a lly  p ro v id ed  th e  ch an n e l m arketing  re s e a rc h  and 
has p ro v id ed  a  sm all m easure o f  added economic s t a b i l i t y  to  th e  lum ber 
economy.
The a u x i l i a r y  fu n c tio n s  perform ed by th e  w h o le sa le r  in  th e  lum ber 
d i s t r i b u t io n  channel have been found to  be im p o rtan t e lem ents in  th e  
smooth fu n c tio n in g  o f  th e  c h a n n e l 's  o p e ra t io n . Each o f  th e  a u x i l i a r y  
fu n c tio n s  perform ed by th e  lum ber w h o le sa le rs  has been found t© be 
c r i t i c a l  in  th e  d i s t r i b u t io n  o f lum ber. However, t h e , w h o le sa le r  has been 
found to  be dependent upon o th e r  i n s t i t u t i o n s  e x te rn a l  to  th e  ch annel in  
some c a se s  f o r  f i n a n c ia l  a s s i s ta n c e .
The m ost im p o rtan t a u x i l i a r y  fu n c tio n  o f the  w h o le sa le r  in  th e  
d i s t r i b u t io n  ch an n e l was found to  be th e  f in a n c in g  o f  custom ers and sup­
p l i e r s .  W ho lesa lers  d i r e c t l y  fin a n c ed  t h e i r  s u p p l ie r s  th rough  th e  u se  
o f  f i e l d  w arehousing  e s ta b lis h m e n ts . From th e  c e r t i f i c a t e s  is su e d  on 
th e  su pp lie r® s lum ber in v e n to ry , th e  w h o le sa le r  was ab le  to  u se  th e se
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n e g o tia b le  c e r t i f i c a t e s  to  o b ta in  the  needed c a p i t a l  f o r  th e  saw m ills„■
In  r e tu rn  f o r  a id in g  th e  saw m ill in  o b ta in in g  a d d i t io n a l  c a p i t a l ,  th e  
w h o le sa le r  was a llow ed  to  m arket th e  s a w m ill 's  p ro d u c tio n . The whole­
s a l e r ,  in  a id in g  th e  saw m ill, a c tu a l ly  a ssu re d  h im se lf  o f  a  co n tin u in g  
so u rce  o f  supp ly  and t h i s  enab led  him to  c o n tin u e  to  e f f i c i e n t l y  fu n c tio n  
a s  an independen t lum ber w h o le sa le r .
E x tension  o f  c r e d i t  to  th e  custom ers was a ls o  found to  be an im­
p o r ta n t  f in a n c in g  fu n c tio n  perform ed by th e  w h o le sa le r , The w h o le sa le r  
depended upon p e rso n a l r a th e r  th an  o b je c t iv e  knowledge o f  th e  c u s to m er 's  
a b i l i t y  to  p ay . The p e rs o n a l c r e d i t  knowledge o f  th e  custom er a llow ed 
th e  w h o le sa le r  to  ex tend  c r e d i t  to  firm s who would o th e rw ise  be unab le  
to  buy th e  lum ber needed to  c o n tin u e  to  o p e ra te .  In  g ra n tin g  c r e d i t  to  
th e  custom er and pay ing  th e  m i l l  f o r  th e  o rd e r  b e fo re  th e  w h o le sa le r  r e ­
ce iv ed  paym ent, th e  w h o le sa le r  assumed th e  r i s k  o f  custom er payment 
c o l l e c t io n .  The w h o le sa le r  was a b le  to  assume t h i s  r i s k  due to  h is  
p e rs o n a l knowledge o f  th e  c r e d i t  r a t in g  o f  th e  custom er and th e  w hole­
s a l e r ' s  a b i l i t y  to  w ith h o ld  p o s se ss io n  o f  th e  shipm ent u n t i l  th e  custom er 
made arrangem ents f o r  payment o f  th e  sh ipm ent.
The lum ber m ark e tin g  in te rm e d ia ry  p ro cu red  h is  lum ber req u irem en ts  
from  a la r g e  number o f  s u p p l ie r s  and so ld  th e  lum ber to  an even g r e a te r  
number ©f cu sto m ers . The w h o le sa le rs  needed to  buy from -a  la rg e  number 
©f s u p p l ie r s  due to  t h e i r  need  f o r  a v a r ie ty  o f  p ro d u c ts  and a  la r g e  
volume o f  lum ber. The la r g e  number o f  custom ers to  which th e  lum ber was 
so ld  was c o n s is te n t  w ith  th e  w h o le s a le r s ' s t r a t e g i c  in te rm e d ia ry  p o s i t io n .  
The w h o le sa le r  s e l l s  to  a  la r g e  number o f  cu sto m ers , each custom er buying 
a  sm all p e rc e n t o f  th e  t o t a l  s a le s  o f  th e  w h o le sa le r , and th e  t o t a l  adds
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up t© th e  la r g e  s a le s  volume t h a t  c h a r a c te r iz e s  th e  lum ber w h o lesa lin g  
o p e ra t io n s .
The in fo rm a tio n  which i s  o f  prim e v a lu e  to  th e  lum ber w h o le sa le rs  
in  t h e i r  d a i ly  o p e ra tio n s  was found to  be n o n -p r ic e  in  n a tu re .  Inform a­
t io n  from th e  s u p p l ie r  o th e r  th an  p r ic e  in fo rm a tio n  was found to  be 
im p o rtan t to  th e  w h o le sa le rs  in  t h e i r  a tte m p t to  d i f f e r e n t i a t e  t h e i r  
s e rv ic e  on o th e r  th an  p r i c e .  By c o o rd in a tin g  th e  s u p p l ie r s  d e l iv e ry  
tim e and th e  p ro d u c ts  which were in  in v e n to ry  w ith  th e  f u tu r e  needs o f  
th e  custom er, th e  w h o le sa le r  s ta t e d  t h a t  bo th  th e  s u p p l ie r  and custom er 
would p r o f i t .  The s u p p l ie r  would be ab le  to  g e n e ra te  a d d i t io n a l  s a le s  
by c lo s e r  c o o p e ra tio n  w ith  th e  w h o le sa le r  and th e  custom er would p r o f i t  
from  low er l e v e l s  o f  in v e n to ry . The com bining o f  th e s e  two ends o f  th e  
ch annel would r e s u l t  in  an in fo rm al v e r t i c a l  in te g r a t io n  o f  th e  channel 
and th e  w h o le sa le rs  f e l t  t h a t  t h i s  would le a d  to  in c re a se d  p r o f i t s  f o r  
th e  channel members concerned .
CHAPTER V
WHOLESALING SUBREGIONS
In  th e  p reced in g  th re e  c h a p te rs ,  th e  o p e ra tio n  o f the  w h o le sa le r  
in  th e  lum ber d i s t r i b u t io n  chan n e l was p re se n te d  and th e  m arketing  
fu n c tio n s  he perform ed were d e sc r ib e d . In  o rd e r  to  d is c u s s  th e  whole­
s a l in g  o p e ra tio n s  as th ey  a r e  a f f e c te d  by th e  m arket environm ent, and 
to  f u r t h e r  ex p lo re  th e  complex channel in d ic a te d  im p l i c i t l y  in  th e
p reced in g  c h a p te rs ,  th e  lum ber w ho lesa le  f irm s  were d iv id e d  in to  th re e
1g eo g rap h ica l su b re g io n s . These th re e  su b reg io n s  can th en  be compared 
and c o n tra s te d .  Any d if f e r e n c e s  which may be found to  e x i s t  can th en  
be u t i l i z e d  to  i l l u s t r a t e  th e  in te r - r e l a t i o n s h ip  between the  w h o lesa le  
o p e ra tio n s  and the  m arket environm ent. In  t h i s  manner, th e  w h o le sa le rs  
may be d e sc r ib e d  f u r th e r  and r e la t e d  to  th e  d i s t r i b u t io n  channel o f  which 
th e y  a re  an in t e g r a l  p a r t .
The management o b je c t iv e s  o f  th e  w h o le sa le rs  were found in  C hapter 
I I  to  r e f l e c t  th e  m anager"s a t t i t u d e s  tow ard c e r t a in  p re s c r ib e d  goals  and 
o b je c tiv e so  In  th e  d e te rm in a tio n  o f  th e  im portance o f  each management 
o b je c t iv e ,  each f i r m 's  manager was in s t r u c te d  to  r a t e  th e  o b je c t iv e " s
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im portance to  th e  g o a ls  of th e  f irm . Table XXIII p re s e n ts  th e  r e s u l t s  
o f  th e  im portance r a t in g s  o f  each o b je c t iv e  by th e  w h o le sa le rs  in  each 
o f  th e  th r e e  re g io n s .





Management O b jec tiv e SubregionsMontana In lan d  Empire P a c if ic  Coast
T o ta l s a le s * .725 .771 .1*79
T o ta l p r o f i t .925 .812 ,917
Kate o f  r e tu rn  on investm en t .950 .851* .917
Growth .725 .583 ,61*6
S t a b i l i t y .700 .61*6 .625
In v e n to ry  tu rn o v e r . 1*00 .512 .312
■ ^S ignifican t d if f e r e n c e  between re g io n s  a t  th e  .05 le v e l  o f  
s ig n if ic a n c e .
I f  the  w h o le sa le rs  in  th e  th re e  re g io n s  manage t h e i r  f irm s  in  a
s im i la r  manner, th e  r a t in g s  g iv en  each o f  th e  management o b je c t iv e s  would
be expected  to  be s im i la r .  To determ ine  i f  th e  w h o le sa le rs  r a te d  th e
management o b je c t iv e s  s im i la r ly ,  th e  K ru sk a l-W a llis  One-Way A n a ly sis  o f
r^a'riance* was a p p lie d  to  th e  d a ta  used in  com piling  th e  ta b le  above- The
K ru sk a l-W allis  t e s t  was u sed  to  determ ine  i f  a  number o f  independent sam-
2p ie s  can be th o u g h t o f  a s  be ing  drawn from th e  same p o p u la tio n .
F ive o f  the  s ix  management o b j e c t i v e s - - t o t a l  p r o f i t ,  r a t e  o f  r e ­
tu rn  on in v estm en t, s t a b i l i t y ,  grow th, and in v e n to ry  tu rn o v e r—were ra te d  
in  a  s im i la r  manner by th e  w h o le sa le rs  in  the th re e  su b re g io n s . The 
im portance r a t in g s  o f  th e se  f iv e  o b je c t iv e s  by th e  w h o le sa le rs  in  each
2See Appendix f o r  f u r th e r  d is c u s s io n  o f  th e  K ru sk a l-W allis  One-Way 
A n a ly sis  o f  V arian ce .
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o f  th e  re g io n s  p a r a l l e l s  th e  c o l l e c t iv e  im portance ra t in g s  reco rd ed  f o r
3th e  management o b je c t iv e s  in  C hapter I I .  In  both  ta b le s  (T ab les XXIII 
and IV ), t o t a l  p r o f i t  and r a te  o f  r e tu r n  on in v estm en t w e re -o f dom inant
im portance , w ith  s t a b i l i t y  and grow th o f  secondary  im portance , and in v en -
, } • , . . .
tb r y  tu rn o v e r- th e  l e a s t  im p o rtan t o f  th e  management o b je c t iv e s .
The management o b je c t iv e  o f  maximum t o t a l  s a le s  was th e  one man­
agement o b je c t iv e  which d i f f e r e d  s ig n i f i c a n t ly  in  im portance r a t in g s  
between th e  re g io n s . The d i s s i m i l a r i t y  o f  th e  im portance r a t in g  ©f 
t o t a l  s a le s  was caused by th e  C oast w h o le sa le rs  as  th ey  ra te d  t o t a l  
s a le s  much low er th an  d id  th e  w h o le sa le rs  in  the  o th e r  two re g io n s .
From c o n v e rsa tio n s  w ith  th e  w h o le sa le rs  d u rin g  th e  in te rv ie w s , re a so n s  
f o r  th e  low er (o r  h ig h e r)  r a t in g s  g iven t o t a l  s a le s  by th e  in d iv id u a l 
w h o le sa le rs  were te n d e re d . The Montana and In la n d  Empire w h o le sa le rs  
th o u g h t t h a t  by s t r i v in g  to  maximize t h e i r  s a le s  volum es, t h e i r  t o t a l  
p r o f i t  and r a t e  o f  re tu rn  on t h e i r  in vestm en t would in c re a s e  a c c o rd in g ly . 
The C oast w h o le sa le rs , in  c o n t r a s t ,  s t a t e d  t h a t  m erely  in c re a s in g  th e  
s a le s  volume o f  th e  firm  would n o t a u to m a tic a l ly  in c re a se  th e  f i r m as 
p r o f i t  and r a te  o f  r e tu rn  as  th e y  s ta t e d  t h a t  th e y  c o n s id e re d  p r o f i t  and 
r a te  o f  r e tu rn  to  be independent o f  t o t a l  s a l e s .
The d if f e r e n c e  in  a t t i t u d e s  e x h ib ite d  by th e  w h o le sa le rs  can be 
in te r p r e te d  in  a  number o f  ways. The C oast w h o le sa le rs , for. example, 
e i t h e r  may be more aware o f  th e  e f f e c t s  o f  a s a le s  m axim ization  p o lic y  
on th e  p r o f i t  and r a t e  o f  r e tu rn  o f th e  f irm , reco g n iz in g  th a t  a  la rg e  
s a le s  volume does n o t n e c e s s a r i ly  g u a ran tee  a  la r g e  p r o f i t ,  o r  th e  w hole­
s a le r s  may be o p e ra tin g  u n d e r a d i f f e r e n t  s e t - o f  m arketing  c o n d itio n s .
3See Table IV, p. 19.
Which o f  th e se  two (o r  o th e r )  in te r p r e ta t io n s  b e s t  e x p la in s  th e  d is s im i­
l a r i t y  o f  th e  im portance r a t in g s  o f t o t a l  s a le s  can n o t be determ ined  
w ith o u t f u r th e r  in fo rm a tio n „
S a lesV o lum e
In  a  com parison o f  th e  w h o lesa le  o p e ra tio n s  o f  th e  th re e  re g io n s ,
i
one needs to  p re s e n t  th e  r e l a t i v e  s iz e  o f  th e  o p e ra tio n s  in  o rd e r  to  
p ro v id e  a  m easure o f  th e  m agnitude o f  w h o le sa lin g  a c t i v i t y  which e x i s t s  
in  th e  su b reg io n s . The b e s t  method (from  ease and r e l i a b i l i t y  o f  d a ta  
c o l le c t io n )  o f  gauging th e  s iz e  o f  th e  firm s i s  to  m easure t h e i r  aifiSulT 
s a le s  volum es. T able XXIV p re s e n ts  th e  average  an n u al s a le s  volumes f o r  
th e  f irm s  in  each o f th e  th re e  w h o lesa lin g  su b re g io n s .
TABLE XXIV 
AVERAGE ANNUAL SALES VOLUME
rw. ■« i u • ' Average Annual S a le s  Volume
W holesale Snbregion_____________________ (T hoo .aod . o f Dolla r s )
Montana $ 1 ,72l*
In la n d  Empire 3,35>0
P a c if ic  C oast 5,15>8
Table XXIV in d ic a te s  t h a t  th e  average  annual s a le s  volumes o f  th e  
th r e e  su b reg ions d i f f e r s  w id e ly . A sm all amount o f  v a r i a t io n  between 
su b reg io n s  would n o rm ally  be expec ted  due to  the  in d iv id u a l i s t i c  n a tu re  
o f  th e  o p e ra t io n s , b u t when th e  o p e ra tio n s  in  a  su b reg io n  a re  av erag ed , 
th e  v a r i a t io n  between subreg ions should be le s s e n e d . F u r th e r  in te r p r e ­
t a t i o n  o f  Table XXIV i s  needed in  o rd e r to  develop  an e x p lan a tio n  f o r
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th e  w ide d if f e r e n c e s  in  th e  av erag e  annual s a le s  volumes e x h ib ite d  by 
th e  su b re g io n s .
The v a r ia t io n  in  av erage  annual s a le s  volume between reg io n s  may 
be d i r e c t l y  r e la te d  to  th e  m arket environm ent w ith in  which th e  w h o le sa le r  
o p e ra te s?  more s p e c i f i c a l l y ,  th e  v a r ia t io n  may be r e la te d  to  th e  p r a c t i c a l  
a v a i l a b i l i t y  o f  lum ber. (The p r a c t i c a l  a v a i l a b i l i t y  o f lum ber r e l a t e s  
to  t h a t  p o r t io n  o f th e  t o t a l  lum ber p ro d u c tio n  o f  the  P a c if ic  N orthw est 
which th e  w h o le sa le r  i s  a b le  to  e f f e c t iv e ly  p ro c u re .)  The su p p ly in g  o r ­
g a n iz a tio n s  e x is t in g  in  th e  C oast re g io n  in  1958 produced more th an  llj. 
b i l l i o n  board  f e e t  o f  l u m b e r . ^  (T h is  f ig u r e  in c lu d e s  th e  p ro d u c tio n  o f  
Oregon and W ashington s a w m ills .)  The lum ber p ro d u c tio n  d u rin g  th e  same
5p e rio d  f o r  th e  Montana-Idah© reg io n  was 2 b i l l i o n  board f e e t .  I t  was 
im p o ssib le  to  de term ine  how much o f  th e  p ro d u c tio n  o f  th e  su b reg io n s  was 
a c tu a l ly  a v a i la b le  to  th e  w h o le sa le rs , b u t th e - g r e a t  d if f e r e n c e  in  lum ber 
p ro d u c tio n  can acco u n t, in  p a r t ,  f o r  th e  d i f f e r in g  annual s a le s  volumes 
o f  th e  w h o le sa le rs  in  Montana and th e  C oast re g io n s , s in c e  th e  w h o le sa le rs  
were found to  g e n e ra l ly  p ro cu re  lum ber from s u p p lie r s  lo c a te d  w ith in  t h e i r  
respec  t i v e  subreg  io n s . ^
The s a le s  volume o f  th e  In la n d  Empire w h o le sa le r  was found to  be 
g r e a te r  th an  th a t  o f  th e  Montana w h o le sa le r , b u t l e s s  th an  th a t  o f  th e  
C oast w h o le sa le r . T his may a ls o  be r e l a t e d  to  th e  lo c a t io n  o f  the  In lan d  
w h o le sa le r . The In la n d  w h o le sa le r  was a b le  to  p ro cu re  lum ber from  th e  
Oregon-W ashington re g io n  w ith  g r e a te r  ease  and low er c o s t  th an  th e  Montana
^ 1 . I .  H olland , oj>o c i t . , p . 1*2. "’i b i d .
^See Table XVII, p. 35, and ensuing discussion.
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w h o le sa le r  due to  h is  lo c a t io n  on th e  f r in g e  o f  th e  G oast w h o le sa le r  
supp ly in g  re g io n . The In lan d  w h o le sa le r  cou ld  a l s o  p ro cu re  lum ber from 
th e  Idaho-M ontana re g io n  w ith  a c o n ta c t c o s t  eq u al to  t h a t  f o r  th e  
Montana w h o le sa le r  as he was lo c a te d  a s  n e a r  to  th e  M ontana-ldaho p ro ­
d u c tiv e  reg io n  a s  was th e  Montana w h o le sa le r . The In la n d  w h o le sa le r  
th en  had g r e a te r  a cc e ss  to  th e  p ro d u c tio n  o f  th e  C oast re g io n , and equal 
a cc e ss  to  th e  M ontana-Idaho re g io n  and was a b le  to  g e n e ra te  a  l a r g e r  
s a le s  volume th an  cou ld  th e  Montana w h o le sa le r .
P roduct S ales
The a v a i l a b i l i t y  o f  lum ber supply  can a ls o  be r e f l e c te d  in  th e  
p e rc e n t o f  th e  w h o le sa le rs ' s a le s  which a re  g e n e ra te d  by th e  fo u r  p ro d u c t 
c la s s e s .  T able XX? p re s e n ts  th e  p e rc e n t o f  s a le s  revenue g en era ted  by 
th e  fo u r  p ro d u c t c la s s e s  f o r  th e  w h o le sa le rs  lo c a te d  w ith in  th e  th re e  
w h o le sa lin g  su b re g io n s ,
TABLE XX?
SALES REVENUE GENERATED BY PRODUCT GLASS
Product Class — ..................................     —
_________________   Montana_In la n d  Empire P a c if ic  Goast
Lumber* i*8$ $k% 8 6$
Plywood. .16$  8$ 6$
O ther wood, p ro d u c ts  16$ k% 8$
O ther b u ild in g  m a te r ia ls  20$ k% 1$
100$ 100$ 100$
^D enotes s ig n i f i c a n t  d if f e r e n c e  between su b reg io n s  a t  th e  ,06 
le v e l  o f s ig n if ic a n c e .
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T able  XX? d is c lo s e s  t h a t  th e  w h o le sa lin g  re g io n s  d i f f e r  somewhat 
in  th e  p e rc e n t o f  s a le s  revenue g en era ted  by the  v a rio u s  p ro d u c t c l a s s e s * 
In  o rd e r  to  de term ine  i f  th e  observed  v a r ia t io n  i s  s i g n i f i c a n t ,  the  
K ru sk a l-W allis  T e s t o f  V ariance  was a p p lie d  to  th e  p ro d u c t c la s s  o f  
lumber* Lumber was chosen as  th e  p ro d u c t c la s s  to  a p p ly  th e  K ru sk a l- 
W allis  t e s t  because i t  was th e  f i r s t  p ro d u c t c la s s  asked  and , th u s ,  i t  
was th e  o n ly  resp o n se  t h a t  was n o t dependent in ' any manner upon p rev io u s
7
p ro d u c t re sp o n se s .
The r e s u l t s  o f  th e  K ru sk a l-W allis  t e s t  ( in d ic a te d  a t  bottom  o f  
Table XXV) showed th a t  th e  su b reg ions were n o t s im i la r  in  th e  p e rc e n t o f  
s a le s  g e n e ra te d  by lum ber. The reaso n  f o r  th e  d i s s im i l a r i t y  betw een .sub­
reg io n s  i s  due to  th e  low er p e rc e n t o f  s a le s  g e n e ra te d  by lum ber f o r  th e  
Montana w h o lesa le rs*  Table XX? showed th a t  th e  Montana w h o le sa le rs  gen­
e ra te d  o n ly  1*8 p e rc e n t o f  t h e i r  t o t a l  s a le s  revenue by the  s a le  o f  lumbers 
whereas 81* p e rc e n t o f  th e  In lan d  and 86 p e rc e n t  o f  th e  C oast w h o le sa le rs 8 
s a le s  revenue was g en e ra ted  by lumber* The Montana w h o le sa le rs  were 
found p re v io u s ly  to  be in  a reg io n  w ith  a  somewhat sm a lle r  lum ber p ro ­
d u c tio n  when compared to  th e  G oast and In la n d  w h o le sa le rs . A lthough th e  
s m a lle r  q u a n t i ty  o f  lum ber p ro d u c tio n  co u ld  r a t i o n a l l y  accoun t f o r  th e  
low er an n u al s a le s  volume o f  th e  Montana w h o le sa le rs , i t  canno t f u l l y  
ex p la in  th e  v a r ia t io n  in  th e  p e rc e n t o f  s a le s  revenue g e n e ra te d  by lum ber 
s a le s .
In  o rd e r  to  e x p la in  more f u l l y  th e  Montana w h o le s a le rs 8 p ro d u c t 
s a le s  d iv e r s i f i c a t i o n ,  th e  custom ers to  whom th e  p ro d u c ts  were s o ld  a re  
p re s e n te d . Table XXVI p re s e n ts  th e  p e rc e n t o f  s a le s  revenue g e n e ra te d
7See Table VII, p* 23.
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by s a le s  to  th e  fo u r  custom er c la s s e s  by th e  w h o le sa le r  in  each o f th e  
th re e  su b re g io n s .
Customer C lass
TABLE XXVI
SALES REVENUE GENERATED BY CUSTOMER CLASS
region
Montana In la n d  Empire C oast
R e ta i le r s *  . 80$ 1*2$ 38$
W h o lesa lers  9% b£>% 18$
C o n tra c to rs  h% 8$ 18$
I n d u s t r i a l s  and Government 7$ 10$ 26$
100$ 100$ 100$
*  Denotes s ig n i f i c a n t  d if f e r e n c e  between w ho lesa le  su b reg io n s  a t  
th e  oOl le v e l  o f s ig n if ic a n c e ..
An in s p e c tio n  o f T able XXVI re v e a ls  t h a t  th e  Montana w h o le sa le rs
s e l l  a  l a r g e r  p e rc e n t o f  t h e i r  t o t a l  s a le s  volume to  r e t a i l e r s  th an  do
th e  w h o le sa le rs  in  th e  O ther two re g io n s . When th e  K ru sk a l-W allis  t e s t
was a p p lie d  in  t e s t i n g  f o r  s im i l a r i t y  o f  s a le s  to  r e t a i l e r s ,  th e  d i f f e r -
8
enee between w h o le sa lin g  su b reg io n s  was found to  be h ig h ly  s ig n i f i c a n t .  
The d i s s im i l a r i t y  seems to  be caused by the  Montana w h o le sa le rs . The 
Montana w h o le sa le rs  g e n e ra te d  80 p e rc e n t o f  t h e i r  t o t a l  s a le s  volume by 
s a le s  to  r e t a i l e r s ,  w h ile  o n ly  1*2 p e rc e n t o f  th e  In la n d , and 38 p e rc e n t 
o f  th e  C oast w h o le sa le rs 1 t o t a l  s a le s  revenue was g en e ra ted  by r e t a i l e r s .  
F u r th e r  in te r p r e ta t io n  o f  th e  d a ta  p re se n te d  in  th e  ta b le  above in d ic a te s
®See Appendix, p. 92.
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t h a t  th e  In la n d  w h o le sa le r  a ls o  m arkets a  la r g e  p e rc en ta g e  o f  h is  t o t a l  
s a le s  volume to  o th e r  lum ber w h o le sa le rs . T his su g g es ts  t h a t  th e  In la n d  
w h o le sa le r  a c ts  n o t  o n ly  a s  a m arke ting  l i n k  between th e  saw m ill and th e  
r e t a i l e r ,  bu t a ls o  a s  a p rim ary  m arketing  in te rm e d ia ry  between th e  saw­
m il l  and o th e r  lum ber w h o le sa le rs . C o n tra s ted  to  the w h o le sa le rs  in  th e  
In la n d  Empire and Montana su b reg io n s  a re~ th e  P a c if ic  C oast w h o le sa le rs .
T he w h o l e s a l e r  l o c a t e d  i n  t h e  P a c i f i c  C o a s t  r e g i o n  s e l l s  t o  a  v a r i e t y  o f  
c u s t o m e r s ,  e a c h  c u s t o m e r  c l a s s  n o t  b e in g  o f  d o m in a n t  im p o r t a n c e  t o  h i s  
o p e r a t i o n .
From Table XXVI, th e  re a d e r  may o b ta in  an in s ig h t  in to  th e  Montana 
w holesalers®  p ro d u c t s a le s  d iv e r s i f i c a t i o n  observed  in  Table XXV. I t  was 
observed  in  Table XXVI t h a t  80 p e rc e n t o f  th e  s a le s  o f  th e  Montana whole­
s a l e r s  was g e n e ra te d  by s a le s  to  r e t a i l e r s .  S ince th e  Montana w h o le sa le rs  
w ere found to  m arket a  la r g e  p e rc e n t o f  t h e i r  t o t a l  s a le s  to  r e t a i l e r s ,  
th e  w h o le sa le rs , in  g e n e ra l ,  s t a t e d  t h a t  th ey  found i t  p r o f i t a b l e  to  c a r ry  
item s which th e  r e t a i l e r  f r e q u e n t ly  o rd e rs .  In  t h i s  manner th e  Montana 
w h o le sa le rs  found th a t  th ey  were a b le  to  m arkedly expand t h e i r  t o t a l  s a le s  
volume w ith o u t an unduly  la r g e  in c re a s e  in  number o f  custom ers o r  th e  
amount o f  lum ber s o ld .
The In la n d  and C oast w h o le sa le rs  may be c o n tra s te d  to  th e  Montana 
w h o le sa le rs . The In la n d  and C oast w h o le sa lin g  o p e ra tio n s  were found 
e a r l i e r  to  d e r iv e  most o f  t h e i r  s a le s  revenue from  lum ber, w ith  th e  m inor 
p o r t io n  d iv id e d  between th e  o th e r  th re e  p ro d u c t c l a s s e s .  A lthough th e  
In la n d  and G oast w h o le sa le rs  had a cc e ss  to  o th e r  p ro d u c t l i n e s ,  th ey  
s ta t e d  t h a t  by s p e c ia l iz in g  in  th e  s a le  o f  lum ber, th ey  were a b le  to  
g e n e ra te  a  s a le s  volume o f  la rg e  enough m agnitude th a t  complementary
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p ro d u c t l i n e s  would o n ly  d e te r  them from t h e i r  p rim ary  commoditys lumber,, 
In  c o n t r a s t ,  th e  Montana w h o le sa le rs  s ta t e d  t h a t  i f  th ey  were to  depend 
e n t i r e ly  upon th e  s a le  o f  lum ber f o r  revenue, t h e i r  o p e ra tio n  a t  b e s t  was 
m a rg in a l. By expanding t h e i r  p ro d u c t l i n e s  to  in c lu d e  p ro d u c ts  o th e r  
th an  lum ber, th e  Montana w h o le sa le rs  found th a t  th e  m arg in a l c o s ts  o f  
m arke ting  th e  com plem entary p ro d u c ts  was l e s s  th a n  th e  m arg in a l revenue 
g en e ra ted  by th e  complementary p ro d u c t l i n e s .
The a re a s  to  which th e  p ro d u c ts  o f  th e  w h o le sa le rs  in  the  th r e e  
re g io n s  a r e  so ld  i s  th e  key v a r ia b le  which e x p la in s  th e  d if f e r e n c e s  ob­
serv ed  between th e  Montana w h o le sa le rs  and th e  In lan d  and C oast w hole­
s a l e r s ,  Table XXVII p re s e n ts  th e  p e rcen tag e  o f  s a le s  to  custom ers 
lo c a te d  in  th e  two g e n e ra l a re a s  d isc u sse d  in  C hap ter I I I .
TABLE XXVII 
SALES REVENUE GENERATED BY AREA
W holesale Subregion - — -  ........  fo ea  S,a -̂es .  .......... .
W ith in  Region O u tside  Region
Montana 61# 39#
In la n d  Empire 6# 9k%
P a c if ic  G oast 1# 99#
The su b reg ions a re  found to  d i f f e r  in  t h e i r  a re a  s a le s  p a t t e r n s .
The Montana w h o le sa le rs  were found to  g e n e ra lly  m arket to  custom ers 
lo c a te d  w ith in  th e  P a c if ic  N orthw est re g io n , w h ile  th e  In la n d  and C oast 
w h o le sa le rs  m arketed to  a re a s  o u ts id e  o f  th e  P a c if ic  N orthw est, The 
Montana w h o le sa le rs  can th e n  be g e n e ra l ly  d e sc rib e d  as the  whole s u p p lie r s  
f o r  r e t a i l e r s  lo c a te d  w ith in ’ th b  P a c if ic  N orthw est, o r  more s p e c i f i c a l l y ,
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to  r e t a i l e r s  lo c a te d  w ith in  Montana and th e  su rro u n d in g  tra d e  a re a s ;  
w hereas, th e  In la n d  and C oast w h o le sa le rs  a c t  a s  p rim ary  d i s t r i b u t io n  
a g en ts  and s e l l  to  a v a r i e ty  o f  custom ers lo c a te d  o u ts id e  th e  P a c if ic  
N orthw est.
Lumber Procurem ent
In  C hapter I I I ,  two methods o f  d e sc r ib in g  th e  lum ber procurem ent 
p a t te r n s  o f  th e  w h o le sa le rs  were u t i l i z e d ?  s u p p l ie r  ow nership , and 
lo c a tio n ,, I t  was determ ined  in  th a t  c h a p te r  t h a t  th e  w h o le sa le rs  in  
each o f  th e  su b reg io n s  p ro cu red  th e  m a jo r ity  o f  t h e i r  lum ber r e q u ir e ­
ments from s u p p lie r s  lo c a te d  w ith in  t h e i r  re s p e c t iv e  su b re g io n s0 Due 
to  th e  low er c o s t  o f  c o n ta c t  and th e  knowledge th e y  p o sse sse d  o f  th e  
in d iv id u a l  s u p p l ie r s ,  th e y  found i t  more p r o f i t a b l e  to  p ro cu re  lum ber 
from  s u p p lie rs  lo c a te d  w ith in  t h e i r  immediate v i c i n i t y ,  r a th e r  th an  buy- 
ing  from s u p p lie r s  in  o th e r  a r e a s . '  In  o rd e r  to  av o id  r e p e t i t i o n ,  the 
second v a r ia b le  o f  s u p p l ie r  ow nership c la s s  i s  p re s e n te d .
T able XXVIII p re s e n ts  th e  fo u r  a l t e r n a t e  so u rces  o f  lum ber supp ly  
and th e  p e rc e n t o f  lum ber pu rch ases  from each  o f  th e  s u p p l ie r  c la s s e s  by 
th e  su b re g io n s .
Table XXVIII in d ic a te s  t h a t  th e  th re e  w h o le sa lin g  su b reg io n s  d i f ­
f e re d  somewhat in  th e  -percent o f  lum ber which th e y  p ro cu red  from  th e  
s u p p l ie r  c la s s e s .  In  o rd e r  to  determ ine i f  th e  observed  d if f e r e n c e s  a re  
s ig n i f i c a n t ,  th e  K ru sk a l-W a llis  t e s t  was a p p lie d  to  th e  l a r g e s t  s in g le  
s u p p l ie r  c la s s —sin g le -o w n er m i l l s .  The c l a s s ,  s in g le -o w n er m i l l s ,  was 
s e le c te d  to  be t e s t e d  because i t  was n o t dependent upon p re v io u s  w hole-
9See Table XVII, p. 3!?> and ensuing discussion.
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TABLE XXVIII 
LUMBER PURCHASES BY SUPPLIER OWNERSHIP CLASS
S u p p lie r  Ownership C lass  Subregions
Montana In lan d  Goast
69% 37% 66%




■ ^S ignifican t d if f e r e n c e  when & = „0!?
s a l e r  re sp o n se s , as were th e  resp o n ses  f o r  th e  l a t t e r  th re e  s u p p l ie r  
c la s s e s .
The K ru sk a l-W allis  t e s t  ( in d ic a te d  a t  bottom  of Table XXVIIl)showed
t h a t  th e  th r e e  su b reg io n s  were s i g n i f i c a n t l y  d i s s im i la r  in  th e  p e rc e n t o f
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lum ber p ro cu red  from s in g le -o w n er saw m ills0 In lan d  w h o le sa le rs  seem to  
be th e  cause  o f  th e  d is s im i la r i ty *  The reaso n  f o r  th e  s m a lle r  p e rc e n t o f  
lum ber p u rch ases  by th e  In lan d  w h o le sa le rs  from  s in g le -o w n er m il ls  can be 
b e s t  p re s e n te d  by th e  comments o f  th e  In la n d  w h o le sa le rs  th em selv es .
In lan d  w h o le sa le rs  s ta t e d  t h a t  th e  s t r u c tu r e  o f  th e  supp ly in g  s e c to r  
w ith in  th e  In la n d  re g io n  fo rc e d  them to  r e ly  more upon s u b s id ia ry  m i l l s
than, th e  independen t s in g le -o w n er m i l l s .  V arious rea so n s  f o r  th e  i n ­
c re a se d  r e l ia n c e  on s u b s id ia ry  so u rces  o f  sup p ly  were ten d ered  by In la n d  
w h o le sa le rs . They in d ic a te d  t h a t  th e  many sm all independent saw m ills
S ing le-ow ner m il l  
L arge c o rp o ra te  m il l  
S u b s id ia ry  m il l  
O ther lum ber w h o le sa le rs
1 0 See t e s t  r e s u l t s  on page 93 , Appendix.
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w h ic h  f o r m e r l y  e x i s t e d  now  w e r e  e i t h e r  a  f o r m a l  p a r t  o f  a  h u g e  h o r i z o n ­
t a l l y  i n t e g r a t e d  s a w m i l l  c o m p le x  u n d e r  t h e  c o n t r o l  o f  a  f e w  o f  t h e  l a r g e r  
lu m b e r  c o m p a n ie s ,  o r  w e r e  j o i n i n g  i n f o r m a l  m a r k e t in g  c o o p e r a t i v e s .  The
w h o l e s a l e r s  t h e n  w e r e  n o  l o n g e r  n e e d e d  b y  t h e  s a w m i l l s  who w e r e  a  p a r t
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o f  t h e s e  p r o d u c t i o n  c o m p le x e s  a s  e c o n o m ie s  o f  s c a l e  e n a b le d  t h e  s a w m i l l s  
t o  p e r f o r m  t h e  m a r k e t in g  f u n c t i o n  w i t h o u t  t h e  a i d  o f  t h e  w h o l e s a l e r s .
I n  c o m b a t in g  t h e  p r o b le m  o f  t h e  d w i n d l in g  n u m b er  o f  s m a l l  s i n g l e ­
o w n e r  m i l l s ,  t h e  I n l a n d  w h o l e s a l e r s  b e g a n  t o  p r o c u r e  lu m b e r  fr o m  t h e  
m a r g in a l  s a w m i l l i n g  o p e r a t i o n s .  T h e s e  m a r g in a l  s a w m i l l s  u s u a l l y  d i d  n o t  
j o i n  m a r k e t in g  c o o p e r a t i v e s  n o r  w e r e  b o u g h t  b y  l a r g e r  p r o d u c i n g  o r g a n i z a ­
t i o n s  b e c a u s e  o f  t h e i r  u n s t a b l e  n a t u r e .  T h e w h o l e s a l e r s  d i r e c t l y  a t t r i -  
b u t e d  t h i s  i n s t a b i l i t y  t o  l a c k  o f  c a p i t a l .  T h e w h o l e s a l e r s  r e c o g n i z e d  
t h e  l a c k  o f  c a p i t a l  i n  m any o f  t h e s e  m a r g in a l  o p e r a t i o n s  a n d  b e g a n  t o  
f i n a n c e  th e m . T h ro u g h  f i e l d  w a r e h o u s in g ,  t h e  w h o l e s a l e r s  w e r e  a b l e  t o  
e x t e n d  f i n a n c i a l  a s s i s t a n c e  t o  t h e s e  s a w m i l l s ,  t h u s  e n a b l i n g  th e m  t o  
c o n t i n u e  o p e r a t i o n ,  w h i l e  a l s o  a s s u r i n g  t h e  w h o l e s a l e r  o f  a  c o n t i n u i n g  
s o u r c e  o f  s u p p l y .  T h e w h o l e s a l e r s  a n d  t h e s e  s m a l l  i n a d e q u a t e l y  f i n a n c e d  
s a w m i l l s ,  b y  e n t e r i n g  i n t o  t h e  f i e l d  w a r e h o u s in g  a g r e e m e n t ,  b eca m e i n ­
f o r m a l l y  i n t e g r a t e d  w i t h  t h e  w h o l e s a l e r  p e r f o r m in g  t h e  m a r k e t in g  f u n c t i o n  
a n d  t h e  s a w m i l l  t h e  p r o d u c t i o n  f u n c t i o n .
Summary
T h is  c h a p t e r  h a s  i n d i c a t e d  t h a t  t h e  w h o l e s a l e r  i n  e a c h  o f  t h e  
s u b r e g i o n s  o p e r a t e s  i n d i f f e r e n t  m a n n e r , a n d  t h a t  t h e  m a r k e t  e n v ir o n m e n t
^■}i '■
d i c t a t e s  i n d i r e c t l y  t h e  w h o l e s a l e r ' s  o p e r a t i o n .  T h ro u g h  s u p p l i e r ,  p r o ­
d u c t ,  a n d  c u s t o m e r  s p e c i a l i z a t i o n  e a c h  w h o l e s a l i n g  s u b r e g i o n  h a s  a d a p t e d  
t o  i t s  i n d i v i d u a l  m a r k e t  e n v ir o n m e n t ,  e m p h a s iz in g  t h e  e n v ir o n m e n t a l
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s tro n g  p o in ts  th rough  a d a p ta tio n  o f t h e i r  o p e ra t io n s .
The env ironm enta l f a c to r  which was found to  have th e  g r e a te s t  
im pact on th e  su b reg io n  o p e ra tio n s  was th e  amount o f  p ro d u c tio n  and th e  
s t r u c tu r e  o f  th e  su p p ly in g  s e c to r .  I f  th e  w h o le sa le rs  in  a  sub reg ion  
were b e s e t  by a  l im i te d  supp ly  o f  lum ber (such  as  th e  Montana w h o le sa le rs )  
th e  w h o le sa le rs  were found to  c o u n te r  t h i s  by develop ing  complem entary 
p ro d u c t l i n e s .  In  t h i s  manner, th e  w h o le sa le rs  were a b le  to  a l t e r  t h e i r  
p ro d u c t a sso rtm en t and in c re a se  t h e i r  s a le s  volume w ith o u t d e c re a s in g  
t h e i r  p r o f i t  m argins through p r ic e  re d u c tio n s  in  th e  p r ic e  o f  lum ber. 
W holesa lers  who were a b le  to  p ro c u re  a la r g e  volume o f  lum ber were found 
to  s p e c ia l i z e  in  lum ber s a le s .  By p ro d u c t s p e c ia l i z a t io n ,  th e se  w hole­
s a le r s  were found to  b e t t e r  perfo rm  the  lum ber m arke ting  fu n c tio n  and 
s t i l l  g e n e ra te  a s a le s  volume la rg e  enough to  a ssu re  a p r o f i t a b l e  m argin 
o f  o p e ra tio n .
The a v a i l a b i l i t y  o f lum ber n o t on ly  a f f e c te d  th e  p ro d u c t composi­
t io n  o f  th e  w h o le sa le r , b u t a ls o  a f f e c te d  in d i r e c t ly  th e  custom ers to  
whom th e  p ro d u c ts  were m arketed . W holesalers who were found to  m arket 
p ro d u c ts  o th e r  th an  lum ber were a ls o  found to  g e n e ra te  a la rg e  p e rcen tag e  
o f  t h e i r  s a le s  volume by s a le s  to  r e t a i l e r s .  W hether th e  w h o le sa le r  
ad ap ted  h is  p ro d u c t mix to  h is  custom ers o r  h is  custom ers to  th e  p ro d u c t 
mix seems n o t to  be c r i t i c a l .  What i s  im p o rtan t, however, i s  th e  w hole­
s a le r s "  a d a p ta t io n  to  t h i s  m arket environm ent. W ith one s e l l i n g  c o n ta c t ,  
th e  w h o le sa le r  cou ld  m arket a  v a r i e ty  o f  p ro d u c ts  needed by th e  r e t a i l e r s  
w ith o u t in c u r r in g  added expenses which would r e s u l t  from many c o n ta c ts  
f o r  th e  many p ro d u c t c l a s s e s .  W holesalers who g e n e ra l ly  s o ld  o n ly  lum ber 
can be found to  s e l l  to  custom ers who re s o ld  th e  lum ber in  sm a lle r
67
q u a n ti t ie s , ,  These cu sto m ers , in  tu rn ,  r e s o ld  the  lum ber e i t h e r  remanu- 
f a e tu re d  o r  in  sm a lle r  q u a n t i t i e s .  By s p e c ia l iz in g  in  lum ber s a le s ,  
w h o le sa le rs  who were a b le  to  p ro eu re  a  la rg e  amount o f  lum ber a id e d  th e  
ch an n e l by p ro v id in g  p rim ary  d is t r ib u t io n ?  w hereas, th e  w h o le sa le rs  who 
found i t  d i f f i c u l t  to  p ro cu re  a  la rg e  volume o f  lum ber perform ed a 
secondary  d i s t r i b u t io n  fu n c tio n .
W holesa lers in  th e  th re e  su b reg ions were a ls o  found to  r e a c t  to  
th e  s t r u c tu r e  o f  th e  su p p ly in g  s e c to r .  W holesa lers g e n e ra l ly  p ro cu red  
t h e i r  lum ber req u irem en ts  from th e  sm a ll, s in g le -o w n er m i l l s  who cou ld  
n o t  econom ically  perform  th e  lum ber m arketing  f r a c t i o n B y  a id in g  th e  
sm all saw m ills in  m ark e tin g  t h e i r  p ro d u c tio n , th e  w h o le sa le rs  perform ed 
a v i t a l  fu n c tio n  f o r  th e s e  sm all m i l l s  and in su re d  them selves o f  a 
c o n tin u in g  sou rce  o f  su p p ly . In  s i tu a t io n s  where th e  number o f  sm all 
p roducing  u n i t s  were becoming s c a rc e  th rough  h o r iz o n ta l  in te g r a t io n ,  
th e  independen t w h o le sa le rs  were found to  d i r e c t l y  f in a n c e  th e  sa w m ill 's  
o p e ra tio n  th ro u g h  f i e l d  w arehousing . By p ro v id in g  th e  saw m ills w ith  
f in a n c ia l  a s s i s ta n c e ,  th e  w h o le sa le r  a s su re d  h im se lf  o f  a  co n tin u in g  
so u rce  o f  su p p ly .
CHAPTER VI
CONCLUSION
The lumber d i s t r i b u t io n  channel has been developed to  f a c i l i t a t e  
th e  in te r - r e g io n a l  t r a n s f e r a l  o f  lumber from re g io n s  w ith  lumber s u r ­
p lu se s  to  re g io n s  w ith  lum ber d e f ic i t s . ,  The lum ber w h o le sa le r  evolved 
in  th e  d i s t r i b u t io n  channel to  a c t  as an a g e n t to  f a c i l i t a t e  th e  i n t e r ­
re g io n a l lum ber t r a n s f e r a l s  By h is  a c t io n s  as a lum ber m arketing  i n t e r ­
m ediary , th e  lum ber w h o le sa le r  was a b le  to  c o o rd in a te  sh ipm ents between 
the ' many and v a r ie d  p roducing  u n i t s  and th e  c o u n tle s s  number and c la s s e s  
o f  consuming u n itso  The w h o le sa le r , in  th e  c o o rd in a tio n  p ro c e ss , n o t 
on ly  p ro v id ed  h is  s u p p l ie r s  w ith  a v a s t  p o te n t i a l  m ark e t, b u t a ls o  p ro ­
v ided  h is  custom ers w ith  a  v a r i e ty  o f  p ro d u c ts  and se rv ic e s*
W h o lesa le rs , when viewed as  a u n i t  and t e s t e d  fo r  s i m i l a r i t y  o f  
o p e ra t io n s , were found to  be d is s im ila r*  The in d iv id u a l i s t i c  n a tu re  o f  
th e  w h o le sa lin g  o p e ra tio n s  su g g es ts  t h a t  lum ber w h o le sa le rs , l i k e  p eo p le , 
come in  v a r ie d  shapes and s ize s*  The d if f e r e n c e s  between th e  w h o lesa lin g  
o p e ra tio n s  may be found to  be a p ro d u c t o f  th e  manner in  which th e  in ­
d iv id u a l  w h o le sa le r  perform s th e  b a s ic  fu n c tio n  o f  lum ber w holesa ling*
By em phasizing one o r  more o f  th e  v a rio u s  m arke ting  fu n c tio n s , th e  
w h o le sa le r  i s  a b le  to  segment th e  m arket and b e t t e r  se rv e  t h a t  m arket 
segment* In d iv id u a l w h o le sa le rs , by p r a c t ic in g  good m arke ting  manage­
ment have s u c c e s s fu l ly  segmented th e  lum ber m arket and have e s ta b l is h e d  




The m a jo r ity  o f  the  lum ber w h o le sa lin g  o p e ra tio n s  were found to  
fu n c tio n  as  drop s h ip p e rs , r a th e r  th an  a s  f u l l  s e rv ic e  w h o le s a le rs .
The n a tu re  o f  th e  commodity being  m arketed , coupled  w ith  th e  lo c a t io n a l  
d i s t r i b u t io n  o f  th e  p rim ary  m arketing  a re a s ,  econom ically  fa v o rs  lum ber 
d i s t r ib u t io n  through drop s h ip p e r s . I t  was found e a r l i e r  t h a t  drop 
sh ip p e rs  a re  th e  most econom ically  e f f i c i e n t  d i s t r i b u t o r  o f  a commodity 
when t r a n s p o r ta t io n  c o s ts  a re  h igh r e l a t i v e  to  the  v a lu e  o f  th e  p ro d u c t. 
By e lim in a tin g  a d d i t io n a l  h an d lin g  expense th rough  d i r e c t  shipm ent from 
p ro d u ce r to  consum er, th e  drop s h ip p e r  i s  a b le  to  low er th e  t o t a l  c o s t  
o f  d i s t r i b u t io n  to  a le v e l  c o n s is te n t  w ith  th e  v a lu e  o f  th e  p ro d u c t .
The p o te n t i a l  m arket f o r  lum ber produced w ith in  th e  P a c if ic  N orthw est 
may be c o n sid e re d  to  be th e  e n t i r e  U nited  S ta te s  i f  m ark e tin g  and 
t r a n s p o r ta t io n  c o s ts  a re  he ld  c o n s ta n t .  The o n ly  l im it in g  f a c to r  in  
d e l in e a t in g  th e  lum ber m arket f o r  n o rth w es te rn  lum ber i s  th e  d i s t r i b u ­
t io n a l  c o s t  o f  lum ber m ark e tin g . I f  th e  t o t a l  c o s t  o f  d i s t r i b u t io n  can 
be low ered, the  p o te n t ia l  m arket w i l l  be e n la rg e d . The drop s h ip p e r  in  
reduc ing  th e  d i s t r i b u t io n a l  c o s ts  can th en  be th o u g h t o f  a s  an ag en t 
who tends to  expand, r a th e r  th an  l i m i t ,  th e  m arket by h is  e f f i c i e n t  
o p e ra tio n .
The lum ber w h o le sa le rs  fu n c tio n e d  c h ie f ly  as m arketing  i n t e r ­
m ed ia rie s  f o r  th e  sm all saw m ills . The sm all saw m ills , due to  l im ite d  
p ro d u c tiv e  and f in a n c ia l  re s o u rc e s , were found to  be dependent upon th e  
w h o le sa le rs  to  p ro v id e  a fu n c t io n a l  m arke ting  o rg a n iz a tio n  to  d i s t r i b u t e  
t h e i r  p ro d u c tio n . In  t h i s  manner, th e  w h o le sa le rs  a c te d  as  an in fo rm a l 
e x ten s io n  o f  th e  saw m ills1 o rg a n iz a t io n , and by p ro c u rin g  lum ber from  a 
la rg e  number o f  sm all s u p p l ie r s ,  th e  w h o le sa le rs  were a b le  to  d i s t r i b u t e
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th e  f ix e d  c o s ts  o f  t h e i r  m arke ting  o rg a n iz a tio n  ov er a  la rg e  s a le s  volum e» 
By d e a lin g  in  a la r g e  volume o f  s a le s  and sp read in g  t h e i r  f ix e d  c o s ts  
more e f f e c t iv e ly ,  th e  w h o le sa le rs  a re  a b le  to  ach iev e  a p r o f i t a b l e  o p e r­
a t io n .  W hether th e  w h o le sa le rs  a re  a c tu a l ly  a id in g  th e  sm all saw m ills 
by p ro v id in g  a m arketing  o rg a n iz a t io n , o r  a r e  m erely  s ip h o n in g  o f f  a l l  
o f  th e  p o te n t i a l  p r o f i t s  o f  the  saw m ills and th u s  keep ing  them from in ­
t e r n a l ly  f in a n c in g  expansion , may be d eb a ted . One elem ent o f t h i s  two- 
s id ed  q u e s tio n  may p a r t i a l l y  p ro v id e  an answ er. W ithout th e  w h o le sa le rs ' 
e x te n s iv e  m arketing  o rg a n iz a t io n , th e  saw m ills would have to  ex tend  t h e i r  
p re s e n t  s a le s  departm en ts and, in s te a d  o f  s e l l i n g  to  one o r  two m ajor 
custom ers, th ey  would have to  s e l l  to  many m inor custom ers. S ince th e  
sm all saw m ills o r ig i n a l ly  tu rn e d  to  the lum ber w h o le sa le r to  p ro v id e  
t h i s  fu n c tio n  because th ey  were unab le  to  b e a r  t h i s  added m arketing  c o s t ,  
a n o th e r  ap p a ren t a l t e r n a t iv e  open to  them, o th e r  th an  m arke ting  th rough  
the  w h o le sa le r , i s  to  combine w ith  o th e r  sm all m il ls  in  th e  same s i t u a ­
t io n .  I f  a number o f  th e s e  sm all m il ls  can po o l t h e i r  p ro d u c tiv e  r e ­
so u rces  and approach th e  s a le s  volume need to  e f f i c i e n t l y  o p e ra te  a 
w h o lesa lin g  e s ta b lish m e n t, th e  m il ls  would be a b le  to  bypass th e  w hole­
s a l e r  and reap  th e  r e s u l t in g  p r o f i t s  (and lo s s e s )  o f  th e  w h o le sa le rs .
N on-price  f a c to r s  were found to  be more im p o rtan t th an  p r ic e  
f a c to r s  in  the  w h o le sa le rs 8 s e le c t io n  o f a  s u p p l ie r .  A lso , w h o le sa le rs  
were found to  d e s i r e  n o n -p r ic e , r a th e r  th an  p r ic e ,  in fo rm a tio n  from  .the 
s u p p l ie r s .  These two b i t s  o f in fo rm a tio n , by th em se lv es , may mean l i t t l e ,  
b u t when r e la te d  to  th e  ty p e  o f  s a le s  prom otion c u r r e n t ly  used by th e  
saw m ills to  s t im u la te  demand, one may be a b le  to  su g g es t r e v is io n s  in  
p ro m o tio n a l m a te r ia l s .  C u r re n tly , th e  saw m ills a tte m p t to  s t im u la te
71
w h o le s a le rs ’ o rd e rs  by send ing  them p u b lish e d  sh e e ts  w ith  c u r re n t  p r ic e s  
and s p e c ia l ly  p r ic e d  item s in d ic a te d . W h o lesa le rs , in  g e n e ra l , were 
found to  d is re g a rd  th e se  l i s t s .  This in  i t s e l f  su g g es ts  t h a t  th e  tim e 
and e f f o r t  u sed  in  com piling , p r in t in g ,  and sen d in g  th e se  l i s t s  o u t i s  
w asted . I f  th e  s u p p lie rs  were to  s t r e s s  t h e i r  fu tu r e  p ro d u c tio n , t h e i r  
c u r re n t  in v e n to ry , and th e  approxim ate d e l iv e ry  tim e o f th e  o rd e r ,  th e  
l i s t  would be o f  more v a lu e  in  demand s t im u la t io n .  A lso , in c lu s io n  o f 
g e n e ra l d a ta  r e l a t i n g  to  t h e i r  d e liv e ry  r e l i a b i l i t y ,  th e  q u a l i ty  o f  t h e i r  
p ro d u c t, and o th e r  non-eeonomic a sp e c ts  o f  th e  o p e ra tio n  would enhance 
th e  s u p p l ie r  in  th e  mind o f  th e  w h o le sa le r . Saw m ills, by s t r e s s in g  th i s  
non-economic in fo rm a tio n , m ight v e ry  w e ll  f in d  th a t  th ey  would s e l l  more 
lum ber by a  m onthly l i s t  o f  t h i s  type  th an  by a  d a i ly  l i s t  o f  p r i c e s .
The p rim ary  fu n c tio n  o f  th e  w h o le sa le r  in  th e  d i s t r i b u t io n  o f  
lum ber has i n d i r e c t ly  c e n te re d  abou t th e  "v a lu e  added" con cep t of d i s ­
t r i b u t io n .  Any m anufactured  p ro d u c t b ears  in  i t s  f i n a l  c o s t  a l l  o f th e  
expenses in c u rre d  in  i t s  m anufacture and m ark e tin g . Lumber i s  no ex­
c e p tio n . S e v e ra l f irm s  on bo th  ends o f  th e  d i s t r i b u t io n  channel have 
a ttem p ted  to  in c re a s e  t h e i r  p r o f i t s  by e lim in a tin g  th e  w ho lesa le  m idd le­
man. By e lim in a tin g  him, th ey  th in k  th a t  t h e i r  p r o f i t s  w i l l  in c re a se  
by th e  amount o f  c o s t  p lu s  p r o f i t  in c u rre d  by th e  w h o le sa le r . These 
f irm s , in  some c a se s , f a i l  to  r e a l i z e  t h a t  m erely  e lim in a tin g  th e  whole­
s a l e r  from  th e  d i s t r i b u t io n  channel w i l l  n o t a u to m a tic a lly  in c re a s e  
t h e i r  sh a re  o f  th e  p r o f i t .  I f  th e  w h o le sa le r  i s  e lim in a te d , the  fu n c ­
t io n s  he perform ed in  th e  m arketing  o f  th e  p ro d u c t do n o t v a n ish  w ith  
him. The fu n c tio n s  rem ain , on ly  th e  f irm  p erfo rm ing  th e  fu n c tio n  changes. 
The w h o le s a le rs ’ v a lu e  l i e s  in  th e  ex p erien ce  and knowledge which he
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p o sse sse s  in  th e  econom ical d i s t r i b u t io n  o f lum ber. The w holesalers®  
v a lu e  added i s  a n e g a tiv e  ty p e  o f  co n cep t. His v a lu e  added r e s u l t s  from  
th e  d if f e r e n c e  between the  d i s t r i b u t i o n  c o s t in c u rre d  by h im se lf  and 
th a t  o f  o th e r  f irm s . I f  th e  custom er o r  s u p p l ie r  i s  b e t t e r  a b le  to  p ro ­
v id e  th e  m arketing  fu n c tio n s  p re v io u s ly  perform ed by th e  w h o le sa le r  a t  
a low er c o s t ,  i t  behoves th e  custom er o r  s u p p l ie r  to  om it th e  w h o le sa le r  
from th e  channel and perform  th e  w h o le s a le r s  m arketing  fu n c tio n s  h im se lf . 
O m ission o f  th e  w h o le sa le r  from th e  ch an n e l does n o t by i t s e l f  p ro v id e  
fo r  g r e a te r  p r o f i t s  as  th e  fu n c tio n s  he perform ed in  th e  m arketing  o f 
lum ber s t i l l  e x i s t ,  and m ust be perform ed .
O utlook
In  o rd e r  f o r  th e  w h o le sa le r  to  co n tin u e  to  o p e ra te  p r o f i t a b ly  as 
an ag en t in  th e  lum ber d i s t r i b u t io n  in  th e  f u tu r e ,  he must be a b le  to  
ad ap t h is  o p e ra tio n  to  changing  m arket c o n d it io n s . In  th e  p a s t  decade, 
lum ber p roducing  o rg a n iz a tio n s  in  th e  P a c if ic  N orthw est have begun to  
p e n e tr a te  in to  th e  p rim ary  lum ber consuming re g io n s  and have e s ta b l is h e d  
com pany-con tro lled  w h o lesa le  o u t l e t s .  R e ta i l in g  o rg a n iz a tio n s  have a ls o  
a ttem p ted  to  e lim in a te  th e  independen t lum ber w h o le sa le r  a s  th e y  have 
e s ta b l is h e d  c e n t r a l  lum ber procurem ent o f f ic e s  to  supp ly  t h e i r  own r e ­
t a i l  o u t l e t s .  These c e n t r a l  o f f ic e s  buy d i r e c t l y  from th e  p ro d u c e rs , 
bypassing  th e  independent w h o le sa le r ..
As th e  p ro d u ce rs  and r e t a i l e r s  bypass th e  w h o le sa le r , th e  w hole­
s a l e r  w i l l  f in d  i t  in c re a s in g ly  more d i f f i c u l t  to  o p e ra te  a  p r o f i t a b l e  
b u s in e s s . This i s  n o t  to  say  t h a t  a l l  o f  th e  lum ber w h o le sa le rs  w i l l  
e v e n tu a lly  be phased  o u t o f  th e  c h an n e l, b u t t h a t  t h e i r  number w i l l  be 
d r a s t i c a l l y  reduced . I t  seems to  th e  a u th o r  t h a t  th e re  w i l l  be a  few
73
s tro n g ly  en trenched  w h o le sa le rs  who w i l l  owe t h e i r  e x is te n c e  to  some 
unique f e a tu r e  o f  t h e i r  o p e ra t io n , such a s  th e  o u ts ta n d in g  a b i l i t y  o f 
th e  manager o f  the  company. O ther w ho lesa le  o p e ra tio n s  w i l l  co n tin u e  
to  o p e ra te  f o r  some tim e , s e rv in g  a l im ite d  number o f  custom ers who 
t r a d i t i o n a l l y  have p rocu red  t h e i r  lum ber th rough  th e  p a r t i c u l a r  w hole­
s a le  o rg an iza tio n .,
The co n tin u ed  e x is te n c e  o f  th e  independen t lum ber w h o le sa le r  w i l l  
n o t o n ly  depend upon h is  custom ers n o t bypassing  him and buying d i r e c t l y  
from th e  saw m ills ' s a le s  o rg a n iz a t io n , b u t i t  w i l l  a ls o  depend upon the  
e x is te n c e  o f  th e  sm all p ro d u ce r. In  t h i s  p r e s e n ta t io n ,  th e  sm all saw m ill 
was found to  be th e  c h ie f  so u rce  o f supp ly  f o r  th e  w h o le sa le r . I t  may 
be h y p o thesized  t h a t  i f  th e  p ro d u c tio n  o f th e  sm all saw m ills d e c l in e s ,  
o r  i f  th e se  sm all saw m ills  form  m arketing  c o o p e ra tiv e s , th e  w h o le sa le r  
may n o t  be a b le  to  p ro cu re  a s u f f i c i e n t  volume o f  lum ber a t  a  p r ic e  low 
enough to  a llo w  f o r  a p r o f i t a b l e  o p e ra t io n . This would fo rc e  th e  whole­
s a l e r  to . c u r t a i l  o p e ra tio n s  o r  to  modify h is  o p e ra tio n  so as  to  compen­
s a te  fo r  the  low lum ber volume.
The w h o le sa le r  in  th e  lum ber d i s t r i b u t io n  ch an n e l n o t o n ly  i s  
being squeezed o u t o f  th e  channel by v e r t i c a l  in te g r a t io n  o f  p roducers  
and r e t a i l e r s ,  b u t he i s  a ls o  s low ly  being  phased o u t due to  modem com­
m unication  netw orks. The w h o le sa le r  h i s t o r i c a l l y  was th e  c h ea p e s t and 
m ost e f f i c i e n t  com m unicative l in k  between p ro d u ce r and r e t a i l e r .  With 
one c a l l  to  th e  w h o le sa le r , th e  r e t a i l e r  was a b le  to  p la c e  an o rd e r  and 
l e t  th e  w h o le sa le r  in c u r  th e  expense and e f f o r t  a s s o c ia te d  w ith  s u p p l ie r  
s e le c t io n .  The w h o le sa le r  was f r e q u e n t ly  lo c a te d  c lo s e r  to  th e  s u p p lie r s  
th an  was th e  r e t a i l e r ,  and th e  w h o le sa le r  cou ld  c o n ta c t  a  la rg e  number
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o f  s u p p l ie r s  and add a  m argin o f  p r o f i t  to  th e  s e l l in g  p r ic e  w h ile  s t i l l  
m arke ting  th e  lum ber to  th e  r e t a i l e r  cheaper th an  th e  r e t a i l e r  co u ld  do 
i t  h im s e lf , w ith o u t th e  m argin o f  p r o f i t .  As th e  communication system  
has im proved, th e  tim e , e f f o r t ,  and c o s t  o f  c o n ta c tin g  a la r g e  number o f  
s u p p lie r s  has rem ained r e l a t i v e l y  c o n s ta n t f o r  th e  w h o le sa le r , bu t has 
d e c lin e d  f o r  th e  r e t a i l e r .  R e ta i le r s  a re  b eg inn ing  to  f in d  th a t  th ey  
can c o n ta c t  a  number o f  s u p p lie r s  and n e g o t ia te  w ith  them w hile  keep ing  
th e  m argin o f  p r o f i t  charged  by th e  w h o le sa le r . As more and more o f  
th e  w h o le sa le r° s  custom ers d is c o v e r  t h a t  th e y  a re  a b le  to  e f f e c t iv e ly  
communicate w ith  p roducing  o rg a n iz a tio n s  and th a t  th e  p r ic e  th ey  pay 
f o r  th e  lum ber i s  f r e q u e n t ly  low er th an  th e  lum ber p ro cu red  th rough  th e  
w h o le sa le r , th e  w h o le sa le r  may w e ll f in d  th a t  h is  s a le s  w i l l  d e c lin e  
m arkedly, a l l  stemming from an improved communication system .
Whereas an improved communication system  and a  d e c lin e  in  a v a i l ­
a b le  p ro d u c tio n  can bo th  be viewed as  f a c to r s  ten d in g  to  e lim in a te  th e  
w h o le sa le r  from  th e  d i s t r i b u t io n  ch an n e l, th e  tre n d  tow ard la r g e  su p e r­
m ark e t-ty p e  r e t a i l  b u ild in g  m a te r ia l  o u t l e t s  may cause  th e  w h o le sa le rs  
to  become in c re a s in g ly  im p o rtan t as th e  r e t a i l e r s "  p rim ary  s u p p l ie r s .  
These la rg e  r e t a i l  b u ild in g  m a te r ia l  o u t l e t s  c a r ry  a m u ltitu d e  o f  item s . 
This means t h a t  keep ing  a l l  o f  th e  item s in  s to ck  i s ' a  trem endous ta s k .  
As an extrem e example, i f  th e  r e t a i l e r  o rd e rs  each item  from a d i f f e r e n t  
s u p p l ie r ,  a l l  o f  h is  tim e would be consumed by o rd e r in g  and re c e iv in g  
sh ipm en ts. The lum ber w h o le sa le r  i s  in  an e x c e l le n t  p o s i t io n  to  se rv e  
th e se  la r g e  r e t a i l e r s .  By th e  w h o le sa le r  expanding h is  p ro d u c t mix to  
in c lu d e  a wide range o f  b u ild in g  m a te r ia ls ,  th e  r e t a i l e r  would be a b le  
to  o rd e r  lum ber as  w e ll a s  ma.iy o th e r  needed item s a t  one tim e . In  t h i s
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manner, th e  r e t a i l e r ' s  ta s k  o f  o rd e r  p lacem ent may be s im p lif ie d ,  and 
th e  w h o le sa le r  would co n tin u e  to  fu n c tio n  as an ag en t in  th e  lum ber d i s ­
t r i b u t io n  channel.
W hether th e  lum ber w h o le sa le r  w i l l  cease  to  e x i s t  in  th e  lum ber 
d i s t r i b u t io n  channel o r  n o t  depends upon th o se  f a c to r s  m entioned above, 
as  w e ll as  many o th e r  f a c to r s  p r e s e n t ly  n o t  c o n s id e re d  by th e  author,.
I t  seems t h a t  th e  w h o le sa le r  w i l l  cease  to  e x i s t  in  h is  p re s e n t  form as 
th e  channel changes, b u t w ith  a  change in  the  ch an n e l, th e re  w i l l  be a 
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N on-param etric  s t a t i s t i c s  were u sed  in  t h i s  th e s i s  to  t e s t  v a rio u s  
hypotheses concern ing  s i m i l a r i t y  o f  w h o lesa lin g  o p e ra t io n s . N on-param etric  
s t a t i s t i c s  a re  o f te n  c a l le d  " d i s t r ib u t io n  f r e e . "  The b a s ic  d if f e r e n c e s  
which can be found between p a ram etric  and n o n -p a ram etric  t e s t s  a re  th e  
assum ptions o r c o n d itio n s  u n d e rly in g  th e  a p p l ic a t io n  o f  th e  two m ethods. 
B a s ic a l ly ,  n o n -p a ram e tric  s t a t i s t i c s  a re  n o t bound by as  many assum ptions 
as a re  th e  p a ra m e tr ic  s t a t i s t i c a l  m ethods, and the  b a s ic  d if f e r e n c e s  be­
tween th e  two methods a re s  ( 1 ) no c o n d itio n s  a f f e c t in g  th e  param eters o f  
the  p o p u la tio n  from which th e  sample was s e le c te d  need be assumed ( e .g . ,  
th e  p a ra m e tr ic  c o n d itio n s  sp e c ify in g  a norm al p o p u la tio n  a re  n o t  a s s u re d ) ,  
( 2 ) n o n -p a ram e tric s  can be a p p lie d  to  sco re s  which a re  d e riv ed  from weaker 
m e tr ic  o p e ra tio n s  th an  th e  i n te r v a l  s c a l in g  assumed by p a ram e tr ic  t e s t s ,  
and ( 3 ) th e  sam ple f o r  n o n -p a ram e tric s  need n o t be la r g e ,  a c o n d itio n  
a llo w in g  r e l a t i v e l y  pow erfu l s t a t i s t i c a l  a n a ly s is  in  cases  where p a ra ­
m e tr ic  methods would be in e f f e c t iv e .
N on-param etric  s t a t i s t i c a l  d e s ig n  was u sed  in  t h i s  th e s i s  because 
o f  th e  a u th o r 's  doubt as  to  th e  a p p l i c a b i l i t y  o f  p a ram e tr ic  s t a t i s t i c a l  
methods to  th e  d a ta  c o l le c te d .  Because th e  sam ples were sm all and th e  
num erica l m easures were in  most c a se s  on ly  ranks o r  im portance v a lu e s , 
and i t  seemed to  be d e s ir a b le  to  d is c a rd  th e  assum ption  o f  an u n d erly in g
^The d is c u s s io n  in  t h i s  appendix  i s  based p r im a r i ly  on Sidney 
S ie g e l ,  -N on-param etric  S t a t i s t i c s  (New Yorks McGraw-Hill Book C o., 1958).' 
The re a d e r  who d e s i r e s  a  more com plete d is c u s s io n  on th e se  and o th e r  non- 
p a ra m e tr ic  s t a t i s t i c a l  methods should  r e f e r  to  t h a t  so u rc e .
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norm al p o p u la tio n , n o n -p a ram e tric s  were th o u g h t to  be th e  b e s t  and most 
c o n se rv a tiv e  method o f t e s t i n g  th e  hypotheses o f  s im i l a r i t y .
K r u s k a l - W a l l i s  O n e -w a y  A n a l y s i s  o f  V a r ia n c e
The K ru sk a l-W allis  t e s t  i s  an ex trem ely  u s e f u l  t e s t  f o r  t e s t in g  
th e  n u l l  h y p o th esis  t h a t  a number o f  samples have been drawn from  th e  
same p o p u la tio n . S ince sam ples in v a r ia b ly  d i f f e r  somewhat, t h i s  t e s t  i s  
u sed  to  determ ine i f  th e  observed  v a r ia t io n  in  av erag e  sample v a lu es  i s  
s i g n i f i c a n t .  The t e s t  re q u ire s  t h a t  th e  v a r ia b le  have a  co n tin u in g  
u n d e rly in g  d i s t r i b u t io n  and th a t  th e  v a r ia b le  can be measured a t  l e a s t  
© rd in a lly .
The K ru sk a l-W a llis  t e s t  was used  because i t  i s  d esigned  f o r  u se  
in  c ase s  where th e re  a r e  more th an  two sam ples in v o lv ed  ( i t  i s  u sa b le  in  
s i tu a t io n s  where th e  p a ram e tr ic  F t e s t  would o th e rw ise  be u s e d ) .  The 
K ru sk a l-W allis  t e s t  a ls o  p re se rv e s  th e  m agnitude o f  th e  sc o re s  and was 
ex trem ely  a p p lic a b le  when th e  w h o le sa le rs  were a b le  to  respond in  p e r ­
cen tag e  term s (such  as  s a le s  revenue g en e ra ted  by p ro d u c t c l a s s ,  e t c . ) .  
These p e rc en ta g e  term s were a ls o  assumed to  have a con tinuous U nderlying 
d i s t r i b u t i o n ,  a s  th e  w h o le sa le rs  were assumed to  s e l l  any p e rc e n t o f any 
ca te g o ry  from zero  to  100 p e rc e n t .  The r e s t  was a p p l ie d  o n ly  to  the  
f i r s t  response  in  each o f  th e  c a te g o r ie s  to  be t e s t e d  because th e  f i r s t  
re sp o n se  was n o t  dependent upon p rev io u s  resp o n ses  as  were th e  resp o n ses  
f o r  th e  l a t t e r  c a te g o r ie s .
K o lm o g r o v -S m im o v  O n e -S a m p le  T e s t
The Kolmogrov-Smimov t e s t  was a p p lie d  to  th e  sample to  t e s t  th e  
n u l l  h y p o th e s is  th a t  th e  w h o le sa le rs  were s im i la r .  The t e s t  i s  a t e s t
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f o r  goodness o f  f i t  and i s  concerned w ith  th e  degree  o f agreem ent between 
th e  d i s t r i b u t i o n  o f  a s e t  o f  sample v a lu e s  and some s p e c if ie d  th e o r e t i c a l  
d is t r ib u t io n . ,  The t e s t  t r e a t s  in d iv id u a l  o b se rv a tio n s  s e p a r a te ly  and 
need  n o t lo s e  in fo rm atio n  th rough grouping  o f  v a lu e s  in to  a r b i t r a r y  
c a te g o r ie s „
The s e le c t io n  o f  t h i s  t e s t  was based  on th e  need  to  determ ine i f  
th e  w h o le sa le rs  were s im i la r ,  and was th o u g h t to  be th e  most a p p l ic a b le  
o f  th e  one-sam ple t e s t s  because o f  the  assum ption  o f a  con tin u o u s u n d e r­
ly in g  d i s t r i b u t io n  o f  th e  v a r ia b le .  I t  a ls o  a llo w s easy  m o d if ic a tio n  o f
■<
th e  th e o r e t i c a l  d i s t r ib u t io n  to  a llo w  f o r  s l i g h t  changes in  th e  d i s t r i b u -  
t io n  o f th e  key v a r ia b le s .  A lthough i t  i s  a  c o n se rv a tiv e  t e s t ,  i t  i s  
a ls o  th e  most pow erfu l o f  th e  one-sam ple t e s t s  when th e  sample s iz e s  a re  
la r g e  enough to  a llo w  f o r  many c a te g o r ie s .
APPENDIX B
METHODS AND COMPUTATIONS
K ru sk a l-W allis  One-way A n a ly sis  o f  V ariance
In  th e  com putation o f  th e  K ru sk a l-W allis  a n a ly s is  o f  v a r ia n c e , 
th e  v a lu e s  from each o f th e  th r e e  su b reg io n s  were a rran g ed  in  in c re a s in g  
o rd e r .  Each o f  th e  v a lu es  was re p la ce d  by a  rank  s c o r e ,  th e  rank  sco re s  
being  co n tin u o u s ly  combined in to  a  s in g le  s e r i e s ,  a s s ig n in g  th e  lo w est 
v a lu e  a rank  sco re  o f  1 and th e  h ig h e s t ,  N (where N = th e  number o f  
o b s e rv a tio n s ) .  In  cases o f  t i e  v a lu e s , th e  v a lu e s  were given the  average 
rank  sco re  which would have o ccu rred  i f  no t i e  had o c cu rred . A f te r  the . 
rank  sc o re s  were a l l  a s s ig n e d , t h e i r  t o t a l s  were computed f o r  each sep a r­
a t e  su b reg io n . The t e s t  o f  v a r ia n c e  th en  u ses  th e se  sums to  determ ine  i f  
th e  d if f e r e n c e s  observed  a re  s ig n i f i c a n t ,  o r  o n ly  due to  sam pling e r r o r .  
The form ula f o r  s ig n if ic a n c e  o f v a r ia n c e  i s  below.
H = — -1 L —_ ^  -  3(N + 1)
N(N + 1 )  jf-L
Wheres H = th e  t e s t  s t a t i s t i c
k = numbei' o f  sam ples t e s t e d  
N = t o t a l  o b se rv a tio n s  in  a l l  sam ples t e s t e d  
. Rj= sum o f  ranks in  j t h  sample 
k
= d i r e c t s  one to  sum o v e r th e  k sam ples
3=1




In  th e  d e te rm in a tio n  o f  w hether th e  d if f e r e n c e  between th e  sam ples 
i s  s i g n i f i c a n t ,  th e  v a lu e  o f  H computed m ust be compared to  th e  ta b u la r  
v a lu e . I f  th e  computed v a lu e  o f H i s  g r e a te r  th an  th e  ta b u la r  v a lu e , th e  
n u l l  h y p o th es is  o f  s im i la r i ty  m ust be a c c e p te d . I f  th e  computed v a lu e  
o f  H i s  eq u al to  o r  l e s s  th an  th e  ta b u la r  v a lu e  a t  th e  p re v io u s ly  s e t  
l e v e l  o f s ig n if ic a n c e ,  th en  th e  sam ples a r e  n o t drawn from th e  same popu­
l a t i o n  and th e  h y p o th e s is  o f  s im i l a r i t y  m ust be r e je c te d .  (F or a  num eri­
c a l  exam ple, see  fo llo w in g  p a g e s .)
Kolmogrov-Smirnov One-Sample T es t
The Kolmogrov-Smirnov t e s t  has been found to  be based on th e  com­
p a r is o n  o f  a  s e t  o f  observed  v a lu es  w ith  a  s e t  o f  t h e o r e t i c a l  v a lu e s .
The c r i t i c a l  p o in t ,  upon which a l l  o f  th e  co n c lu s io n s  drawn from  th e  t e s t  
r e s u l t s  a re  based i s  th e  d e te rm in a tio n  o f  th e  th e o r e t i c a l  d i s t r i b u t io n .
As th e  b e s t  e s tim a te  o f  th e  u n d e rly in g  v a lu e s , th e  t h e o r e t i c a l  d i s t r i b u ­
t io n  was computed from the  m arg in a l t o t a l s  o f  the  c o l le c te d  d a ta .  In  
t h i s  m anner, n o t  on ly  can one be su re  t h a t  th e  t e s t  does n o t o v e r s ta te  
th e  d i s s i m i l a r i t i e s ,  b u t one i s  a lso  a ssu re d  th a t  any d i s s i m i l a r i t i e s  
found a re  due to  f a c to r s  o th e r  th an  an e r r o r  in  com puting th e  th e o r e t i c a l  
d i s t r i b u t io n .
The th e o r e t i c a l  d i s t r i b u t io n  was computed in  th e  fo llo w in g  manner. 
F i r s t ,  th e  d a ta  were d iv id e d  in to  a r b i t r a r y  p e rc en ta g e  columns based on 
th e  re sp o n ses  o f  th e  w h o le sa le rs . N ext, th e  columns were summed and th e  
t o t a l  f o r  th e  column was o b ta in e d . From t h i s  sum, an average  v a lu e  f o r  
each o f  th e  rows th a t  com prised th e  v e r t i c a l  columns was found by d iv id in g  
th e  column sum by th e  number o f  rows. This v a lu e  was th en  used  as  th e  
t h e o r e t i c a l  d i s t r i b u t io n  which th e  observed s e t  o f  d a ta  cou ld  be compared.
81*
Example ° S a les  Revenue by P roduct C lass
0-19* 20-39* 1*0-59* 60-79* 80+*
Lumber 3 3 2 6 20
Plywood 26 7 1 0 0
O ther Wood 26 5 2 1 0
O ther M a te r ia l 29 J 2 _0 _2
T o ta l 81* 17 6 7 22
Average 21 1*.25 1 .5  1 .7 5  5 .5
( t h e o r e t i c a l  d i s t r ib u t io n )
A f te r  th e  t h e o r e t i c a l  d i s t r i b u t io n  was c a lc u la te d ,  th e  com parison 
o f  th e  th e o r e t i c a l  and observed  can be made. Using th e  example below as 
an i l l u s t r a t i o n ,  th e  s te p s  in  th e  c a lc u la t io n  a re  as  fo llow s?  (1 ) a rran g e  
th e  observed  sco re s  in  a cum ula tive  s te p  d i s t r i b u t io n ,  p a i r in g  each th e ­
o r e t i c a l  d i s t r i b u t io n  (S ^ X ) w ith  th e  observed  d i s t r i b u t io n  (F0X)? (2 ) 
f o r  each s te p ,  s u b tr a c t  th e  observed  cum ulative  t o t a l  from th e  th e o r e t i ­
c a l  cum ulative t o t a l  (S ^ X  -  FqX)j (3 ) by in s p e c tio n , de term ine  a t  which 
s te p  th e  d i f f e r e n c e  between th e  th e o r e t i c a l  and observed  cum ulative  
t o t a l s  i s  th e  g r e a t e s t |  ( 1*) f o r  t h i s  v a lu e , d iv id e  t h i s  d if f e r e n c e  by 
th e  t o t a l  number Of o b se rv a tio n s  in  th e  samples and ( 5 ) u s in g  t h i s  v a lu e , 
f in d  th e  p r o b a b i l i ty  t h a t  a  d i f f e r e n c e  o f  t h i s  m agnitude would norm ally  
o ccu r th rough  sam pling e r r o r  by re fe re n c e  to  th e  ta b u la r  v a lu e .
Examples P e rcen tag e  G lasses
0-19* 20-39* 1*0-59* 60-79* 80+*
F 3 3 2 6, 20
F0X 3 6 8 11* 31*
S ^ X  21 25.25* 26 .75* 28 .5*  3l**
F0X -  S3liX 18 19 .25  18 .75  11*.5 0
D -  = 1 2 .2 2  „ .565
N 31*
T ab u la r v a lu e  = .23
*  Cum ulative t o t a l s  r e s u l t in g  from a d d it io n  o f t h e o r e t i c a l  v a lu es  
from  l a s t  l i n e  o f  exam ples.above.
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I f  th e  ta b u la r  v a lu e  i s  eq u a l to  o r  g r e a te r  than  "D1*, th en  th e  
two p o p u la tio n s  a re  s im i la r  and th e  w h o le sa le rs  can be c o n s id e red  to  be 
homogeneous s in c e  th e  d if f e r e n c e s  which were observed  were due to  samp­
l in g  e r r o r . I f  ta b u la r  v a lu e  i s  l e s s  th an  "D", th en  the w h o le sa le rs  a re  
n o t  homogeneous.
Tables Used in  T es tin g  f o r  S im i la r i ty
TABLE A
TABLE OF CRITICAL VALUES OF D IN THE KOLMOGROV- SMIRNOV
ONE-SAMPLE TEST
Sample S ise  L evel o f  S ig n if ic a n c e  f o r  D
(N) .10 .05 .01
30 .22 . 21* o ro \o
35 .21 .23 .27
TABLE B
TABLE OF CRITICAL VALUES OF H FOR THE KRUSKAL-WALLIS ONE-WAY
ANALYSIS OF VARIANCE
d f L evel o f  S ig n if ic a n c e  f o r  H
.20 .10 .05 .02 .01
1 1 . 6U 2.71 3.81* 5 . il l 6.61*
2 3.22 I4..6O 5.99 7.82 9 .2 1
3 h°6h 6.25 7.82 9.81| 1 1 . 3U
Notes The ta b le s  above were ab rid g ed  from Tables E and C, from S ie g e l, 
N on-param etric  S t a t i s t i c s  (McGraw-Hill Book C o., New York, 1958).
APPENDIX G
TEST RESULTS 
KRUSKAL-WALLIS TEST OF VARIANCE
Management O b jec tiv es?
T o ta l s a le s  6*219
T o ta l p r o f i t  5°322
S t a b i l i t y  1.01*5
Growth 0 .860
R ate o f  r e tu r n  on in v estm en t 0*777
In v e n to ry  tu rn o v e r  2 .556
Revenue by P roduct C lass?
Lumber 5 .66
Revenue by Customer C lass?
R e ta i le r s  10.099
Lumber Purchasings
S ing le-ow ner m il l  7.1*3li
T ab u la r Value
For 2 deg rees  o f  freedoms .10 = In 60




Management O b jec tiv es
T o ta l S a le s  §
Montana In lan d Coast
H ='
1 5 .0 0 2 0
2 11 2 11 0
2 11 2 11 1
2 11 3 19 .5 1
3 1 9 .5 3 1 9 .5 2
3 1 9 .5 3 1 9 .5 2
it 29 it 29 2
1* 29 it 29 2
It 29 it 29 3
it 29 it 29 3
it 29 3
R 193.0 it 29 it
R 256.5 R
12 ( 193. o )2 (2 5 6 .5 )2 ( l i t5 .5 ) 2
:n + 1 ) 10 "  12 + 12 -  3(35)
= .0 1 0 1 (3 ,72it„9 + 5 ,it8 2 .7  + l ,7 6 it .2 )
» 110o8l? -  105 
H = 5 .815

















19 .5  
19 "5
19 .5  
29
r 1U5.5
S ig . d i f .  a t  o05 le v e l  o f s ig n if ic a n c e .
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h 21 .5  
h 21 .5  
h 2 1 .5  
k  21 .5  
li 21 .5
h 2 1 .5
U 21 .5  
k  21 .5  
h 21 .5  
k  2 1 .5
3 6 .5 2 3
li 2 1 .5 2 3
k 21 .5 2 3
h 21 .5 3 6 .5
h 21 .5 3 6 .5
k 21 .5 h 21 .5
h 21 .5 k 21 .5
k 2 1 .5 k 21 .5
k 21 .5 k 21 .5
h 2 1 .5 h 21 .5
k 2 1 .5
R 200 h 21 .5
R 172.5
H = .0101 (U,000 + 2,U 79.7 + k , 1 25 .5 ) -  105 
= 107.113 -  105 
H = 2.113
C orr. f o r  t i e s  = = 5.322
.397
. , (g S )3- gg lg ,6 0 0  .. .. „
Tl6S '  1 “  (311)3"- 3S 3?t2TO " 3 9 7
No s ig ;  d i f i  between reg io n s  a t  .05
R 222 .5
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S t a b i l i t y ?
Montana Inland
R 213.5
H = .0 1 0 1 (3 ,8 0 2 .5  + 3 ,7 9 8 .5  + 2 ,8 9 8 .5 ) ; -  105 
* 106 .0U5 -  105 
H * ' 1.0U5
No s ig .  d i f  between su b reg io n s  a t  = .05
Coast
0 2 ■ 0 2 1 k .S
1 ii.5 0 2 2 10.5
2 10 .5 2 10 .5 2 10.5
3 20 2 10 .5 2 1 0 .5
3 20 2 10 .5 2 10.5
3 20 2 1 0 .5 2 10 .5
h 29 .5 3 20 3 20
k 29 .5 k 29 .5 3 20
h 2 9 .5 h 29 .5 3 20
h 29 .5 h 29 .5 3 20
k 2 9 .5 3 20
R 195 h 29 .5 k 29 .5
R 186.5
G row th s
M on tan a I n la n d
H -  .0 1 0 1 (3 ,8 8 0 .9  + 3 ,3 3 3 .3  + 3 ,267 ) -  105 
-  105.860  -  105 
H = 0 .860
No s ig .  d i f .  between su b reg io n s  a t  = .05
C o a s t
0 3 0 3 0 3
2 10.5 0 3 2 10.5
2 10.5 0 3 2 10.5
3 19 1 6 2 10.5
3 19 2 10.5 2 1 0 .5
3 19 2 10.5 3 19
k 29 3 19 3 19
h 29 U 29 3 19
h 29 U 29 3 19
L . 29 a 29 3 19
a 29 a 29
R 197 a 29 a 29
R 200 R 198
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R a te  o f  R e tu r n s
Montana Inland Coast
3 7 2 2 3 7
3 7 2 2 3 7
1* 22 .5 2 2 3 7
k 22 .5 3 7 3 7
k 22 .5 1* 22 .5 1* 22 .5
1* 22 .5 h 22 .5 h 22 .5
k 22 .5 1* 22 .5 h 22 .5
k 22 .5 h 22 .5 k 2 2 .5
h 2 2 .5 k 22 .5 h 22 .5
k 22 .5 k 2 2 .5 h 22 .5
h 22 .5 h 22 .5
R 19U U 2 2 .5 k 22 .5
R 193 R 208
H -  .0 1 0 1 (3 ,7 6 3 .6  + 3 ,1 0 1 .1  + 3 ,6 0 5 .3 )  -  105 
-  105.777 -  105 
H = 0.777
No s ig n i f i c a n t  d if f e r e n c e  between su b reg io n s  a t  .05 
In v en to ry  Turnovers
M on tan a I n la n d C o a s t
2  I* 2 h 1  1
3 8 3 8 2 1*
3 8 h 11* 2 1*
h  1U k H * 2 1*
k  11* h u * 1* l i t
h 11* 1* ll*
R 1*8 k__ 11*
R 1*1
R 82
H -  (1*60.8 + 960.6  + 280 .2 ) -  57
18(19)
-  .035(1701 .6 ) -  57
-  59.556 -  57 
H -  2.556
No s ig n i f i c a n t  d if f e r e n c e  between su b reg io n s  a t  °C 3 .05
91.
P r o d u c t  C l a s s
Lumbers (T able  XXV, page 58)
Montana In land  Goast
5 1 .5 20 ii.5 50
5 1 .5 20 i*.5 60
10 3 US 7 70
25 6 5o 8 .5 80
60 1 0 .5 95 1 9 .5 90
65 12 99 22 90
78 I k 100 29 99
85 16 100 29 99
.95 1 9 .5 100 29 100,
100 29 100 29 100
100 29 100
R 113 100 29 100
R 21*0 R
12 ^
H -  . i p - T r f  I  4 "  '  3(K + 1 )
‘ ilfo  L1’276 * i ’ 800 + 1*,880.3 1  -  3 (35)
= <,0101 (1 0 ,9 5 6 .3 ) -  105 
« 110.6586 - 105 
H = 5-66
T ab u la r v a lu e  d f  2 and °^ = .05  “ 5 .99
°<= .10  -  U.60
.°. I n te r p o la t in g ,  s ig .  d i f .  a t  ^< \0 6
92
Customer G lass 
R e ta i le r s ?
Montana - Inland Coast
25 10 0 2 0 2
60 18 ■. 5 10 6 .5 0 2
70 22 10 6 .5 •5 h
85 2fc.5 10 6.5 10 6 .5
90 28 15 9 30 11.5
90 28 ho llio5 30 11.5
90 28 ho U .5 ho U .5
95 31.5 50 17 ho U .5
99 33 65 2 0 .5 60 1 8 .5
100 3k 80 23 65 2 0 .5
90 28 85 2li.5
R 257.5 95 31.5 90 28
R 179.5 R 158
= ,0101(11,395.9) - 105
= 115c099 -  105 
H -  10.099
S ig . d i f .  a t  o^> .01
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Lumber Purehases 
Single-O w ner M ills
Montana Inland Coast
0 1 .5 0 1 .5 10 5.5
30 11 5 3.5 20 8 .5
Uo 12 5 3 .5 50 13
7$ 20 10 5 .5 55 lit
7$ 20 15 7 70 16.5
80 25 20 8.5 75 20
90 29 25 10 78 23
98 32 65 15 80 25
100 33.5 70 16.5 85 27
100 33.5 75 20 90 29
75 20 90 29
R 217 o 5 80 25 95 31
R 136 R'1 s.. 2klo4,
12 r (*m)2 (% )2 (% )2 ~
(N +
1 1 l nm + ni nc .
-  3(N + 1)
0101 C it ,730.6 + l ,51tl«3 + it,8 60 .21  -  3(35)
* il2.1»3l» -  105
H -■ 7.1*31*
Sig. d ifo  ^  -  .0 $
9h
I I .  KOLMOGRQ?- SMIRNOV DIE-SAMPLE TEST
Revenue by Customer C lassg
R e ta i le r s  .31 *
C o n tra c to rs  .0£9
O ther W holesalers .28 *
I n d u s t r i a l  and Government <>103
Revenue by P roduct C lass?
Lumber . £6£ *
Plywood .228
O ther wood p ro d u c ts  . I 8I4.
O ther b u ild in g  m a te r ia ls  .236 *
Lumber Procurem ent by S u p p lie r  C lass?
Single-O w ner m il l  .1*3 *
L arge C orporate  m il l  .095
S u b s id ia ry  m il l  .139
Lumber Procurem ent by Regions
Montana .109
In la n d  Empire .097
P a c if ic  C oast .079
T abu lar v a lu e  f o r  0 a t  .©£ le v e l  o f  s ig n if ic a n c e  “ .2 3 .
*  d is s im i la r
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Sales Revenue by Customer Class
0-19 20-39 U0-59 60-79 80+
Retailers 10 3 it 5 12
Contractors 22 It 3 0 5
Other Wholesalers 30 1 1 2 0
Other Customers 20 JL _2 _2
I * 82 16 10 9 19
X 20 .5 1* 2 .5 2 .2 5 i*<
Retailersg
0-19 20-39 1*0-59 60-79 80+
f 10 3 k 5 12
F0X 20 .5 2l*.5 2 7 .0 29 .25 31*w I T 3k n r n r - nr
CO 10 13 17 22 31*nr 5T n r nr nr
F0X~S3hI
D = l k £  -  .31




• " .2 3
nr 3l» nr
31*
Sig. d if .  between actual and theoretical not sim ilar.
(Does not conform to the theoretical d istr ibu tion ).
Contractors g -
0-10 20-39 UO-59 60-79 80+
f 22 1* 3 0 5
V 2 0 .5 21*. 5 27 .0 29.25 31*n r n r n r 3it nr
S3kX ■. 22” 26 29 29 31*nr 5T nr nr nr
FQl~ S 3hX 1=5 1 .5 2 0n r nr
D
0^25 nr
D = ^  -  .059 Tab. V al. -  .23
No sign ifican t difference .*. sim ilar
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O ther W holesa lers 2
0-19 20-39 1*0-59 60-79 80+




















n .  .3 l f .28
9 .5  6.5  
3J T  W ~
D






S ig . d ifo between a c tu a l  and th e o r e t i c a l  .% n o t s im i la r
O ther Accounts?
0-19 20-39 1*0-59 60-79 80+



































No s ig .  d i f .  between a c tu a l and th e o r e t i c a l s im i la r
Lumber Procurem ent by Region
0-19 2&-39L1-wn-i.ir.Tit-iny* . 1*0-59 60-79 80+
Montana 
In la n d  Empire 
















I  = 51* 11 6 12 19
x  * 18 3 .7 2 1* 6,
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Bay from Montana
0-19 20-39 liO-59 60-79 80+
f 18 6 1 2 7
F0X 18 21.7 23.7 27 0 7 3k





D = -  <>109 Tab, V al, -  o23
*  No sigo d ifo between
from  In lan d  Empires
0-19 20-39 U0-g9 60-79 80+
f 18 k 2 7 3
F0X 18 21o7 23»7 27.7
3k
3k





D -  h i  -  o097 
3a
* No sigo d i f . between
from P a c if ic  C oasts
0-19 20-39 k0~£9 60-79 80+
f 18 1 3 3 9





D -  | f l  -  .079 
3a





Lumber Procurem ent by S u p p lie r  G lass
0-19 26-39 kQ°59 60-79 80+
Single-ow ner m il l 7 k 3 9 11
L arge C orpora te  m i l l 18 8 3 .1 k
S u b s id ia ry  m i l l 26 2 2 1 3
O ther W holesalers Ik _0 J> J ) JL
I 85 l k 8 11 18
X 21.25 3=5 2 2.75 k.!
Single-Ow ner M ills
0-19 20^39 Uo-59 60-79 ’ 804*
f 7 ' v k ' 3 9 I t
F q X 21.25 2ii.75 26.75 29 = 50 3k
1 k “ 3k 3k 3k ’ l k
S3UX 7 11 Ik 23 3k
3k 3k 3k 3k 3k
F X-Sqi.X lk .  2 5 13.75 12.75 6.50 0o 3U
D
IT " “ 5 T “ I T 3k
D .  % 2 £  .
3k
Tab. V al. -  .23
* S ig . d i f .  between and n o t s im ila r in  buying.
Large C orpora te  M ills
0-19 20-39 kO-59 60-79 80+
f 18 8 3 1 k
F-X 21.25 2k. 75 26.75 29.50 3kU nr H T ” ■ 3 T “ “3k” 3k
s „ x 18 26 29 30 3k3k 3k 3k 3k 3k 3k
F 0 X “ S 3 ĵ X 3.25 1.25 2.25 .50 0
“35” ~3T” “IT ” 3k 3k
D
D » -  .095 Tab. V al. « .23
*  Mo s ig .  d i f .  between and a re  s im i la r  in  buying,
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O ther W holesalers?
0^19 20-39 50-59 60-79 80-fr
f 3k 0 0 0 0
F 0 X 21 .2$
3k
25.7$




15 % a 3k15
F6X -S 3 liX HP
1
D -  l 2 °7$ -  .375 Tab, V al. -  .23 
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*  S ig . d i f .  and does n o t  conform to  th e o r e t i c a l  d i s t r i b u t io n  
and n o t s im i la r .




0-19 20-39 50-$9 60-79 - §21
26 2 2 1 3
21.2$ 25.7$ 26.7$ 29 .$ 35"35“ 3l* 35 ~ W 15






D -  k s lS -p  .139 Tab. V al. -  .23 
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*  No s ig .  d i f . ,  s im i la r  in  buying from s u b s id ia ry  m i l l .  
S a le s  Revenue
0-19 20-39 50-$9 60-79 80+
Lumber 3 3 2 6 20
Plywood 26 7 1 0 0
O ther wood p ro d u c ts 26 5 2 1 0
O ther b u ild in g  m a te r ia ls 29 «S, J , _0 _2
I *  - 85 17 6 7 22
80 21 5 .2 $ 1 .5 1 .7 $ 5.!
100
Lumbers
0-19 20-39 ^0-59 60-79 80+
f 3 3 2 6 20
fgx 21 25 .25 26.75 2 8 .5 3kw
3k H T“ 3k n r 3k
S3UX 3 6 8 i k 3k
W I k nr nr 3k




D -  12j£ 1  -  .565 Tab. Val - .23
*  S ig . d i f .  between t h e o r e t i c a l  and a c tu a l n o t s im ila :
Plywoods
0-19 20-39 kQ-59 60-79 80+
f 26 7 1 0 0
F«X 21 25.25 26.75 28 .5 3kQ
3k 3k 3k n r 3k
s3lix 26 33 3k 3k 3k
3k I k % 3k %
F0X-S3|.X 7 7 .75 7.75 5 .5 0
3k nr™ 3k ? n r 3k
D D
D = Xg-Xfl m o 228 
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Tab. V al. ■ .23
* No s ig .  d i f .  between th e o r e t i c a l  and a c tu a l  s im ila r .
O ther iffood P ro d u cts  s
0-19 20-39 1*0-59 60-79 80+
f 26 5 2 1 0
V 21 25 .25 26.75 2 8 .5 3k
3k r i k r “Sr" ~nr 3k
s3hi 26 31 33 3li 3k
3k 3F nr 3k 3k
FQX-S3hX 5 5 .75 6 .25 5.5 0
3k nr™ IT” 3 k " 3k
D
* No sigo dif „ .% similar in selling other wood products.






































*  S ig . d i f ,  between a c tu a l  and th e o r e t i c a l  .1 n o t s im i la r  in  
s e l l i n g  o th e r  b u ild in g  m a te r ia l s .
APPENDIX D 
IMPORTANCE SHEET AND QUESTIONNAIRES
10' IMPORTANCE 
( Index Value 0)
fBELOW AVG„ IMPORTANCE 
(In d ex  V alue 1)
AVERAGE IMPORTANCE 
(Index  Value 2)
ABOVE AVG0 IMPORTANCE! DOMINANT IMPORTANCE 
(Index  Value 3) | (Index  Value it)
10k
I„ C la s s i f ic a t io n
A. L o ca tio n
QUESTIONNAIRE
LUMBER MIDDLEMAN STUDY
School o f  F o re s try  
U n iv e rs ity  o f  Montana
Q u estio n n a ire  No.
1. C ity  and S ta te  ______________
2 . Years in  b u s in ess  in  th e  a re a  
3« C om petitors in  a re a  _ _ _ _ _ _ _ _
B. Ownership
1. Independent
a .  P ro p r ie to rs h ip ______ _____
b„ P a r tn e rs h ip  _____
c . C orpo ra tion  _____
2o S u b s id ia ry
a .  P r o f i t  c e n te r  _____
b. Jobber '
Co Of Montana m il l  _____
d . Of o u t - o f - s t a t e  m i l l
Co S ize o f O peration
lo  F u l l  tim e employees in  1965? T o tal
a .  Buying b. S e ll in g
1 ^  F ie ld  . 1 . F ie ld
2 , O ffice  . 2* O ffice
2.. S a les  volume in  1965
a .  T o ta l $
b. Lumber %
Co Plywood %
do O ther wood p ro d u c ts  %
e c O ther b u ild in g  m a te r ia ls  %
IIo  O b je c tiv e s , A d m in is tra tiv e  C o n tro ls , and O rg an iza tio n  in  1965 
Ao A d m in is tra tiv e  C on tro ls
In v en to ry
a 0 Turnover r a t e  __________ tim es p e r  y e a r





I I I .
S ales
a .  Length o f p la n n in g  p e rio d  - weeks
b„ L im its  on advance o rd e r  accep tan ce
1 . Lead tim e . weeks
Maximum volume . ~ MBM
Minimum volume _______________ MBM
Area ___________  % t o t a l






In d iv id u a l  buyer__ 
No l im i t  on s a le s  
O ther ( s p e c ify )
3 . Procurem ent
a .  Length o f p la n n in g  p e rio d
L im its  on advance o rd e r 
1 .  Lead tim e _ _ _









In d iv id u a l su p p lie r_  
No l i m i t  on purchases^ 
No advance p u rch asin g  
O ther ( s p e c ify )  








% o f  t o t a l  
% o f  t o t a l
pu rchases
pu rch ases
S e l l in g  P ra c t ic e s
P a tte rn s Revenue
1„ Montana
2 . O ther ( s p e c ify )  (li)
>
Bo Customers Revenue
1 . R e ta i le r s  $
2o O ther middlemen ______________ %
3 . C o n trac to rs  ■ %
ko In d iv id u a ls  . %
5. O ther    %
C. Demand C re a tio n
1 . A d v e rtis in g  
a 0 Name
lo  Own name ____
2 . S u p p l ie r 's  name ___
3» Buyer ’s name ___
b„ P roduct id e n t i f i c a t i o n  
1„ Brand
2 o Wrap ____
3o Package
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Co Media e x p en d itu res
1 . T o ta l , $_









b 0 O ther 
7o O ther
2o S a le s  fo rc e  (a s  exp ressed  a s  % o f  1965 s a le s  revenue)
a .  independen t f i e l d  men %
b . O ff ic e  salesm en %
c . Company r e p re s e n ta t iv e s  ________ %
3. Compensation
a .  S a la ry  .
b . Commission
c . Combination 
li. P r ic in g  p r a c t ic e s
a .  B asis
lo  P u b lish ed  p r ic e  l i s t
a ° 0wn _____ 
bo In d u s try
2 . M arket q u o ta tio n ^
3o O ther
b„ Markup
lo Same p e rc e n t f o r  a l l  p ro d u c ts
2„ D if f e re n t  p e rc e n t f o r  products_
(range  )
3o M arket de term ined
he Not re q u ire d  ____________
5° S e l l in g  methods
a .  C a l l-o u t s a le s  ( s e l l e r  c o n ta c t)
lo  Telephone co n tac t  % o f  s a le s  revenue
2« P e rso n a l c o n ta c t  ___________ %
3o O ther $
bo C a l l - in  s a le s  (buyer c o n ta c t )'
1 . Telephone %
2o P e rso n a l _OTTO__OT___, $
3« O ther - %
6o ■Shipment -
a . ' Lag tim e from o rd e r  p lacem ent to  shipm ent ________ days
b„ R outing (a s  % o f  s a le s  revenue)
lo From s u p p l ie r  d i r e c t  to  buyer ___________ %
2 . From in v e n to ry  to  buyer _____________ %
3 . O ther means . %
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Co Method o f  t r a n s p o r ta t io n
1 . R a il _________ % s a le s  revenue
2o Truck r, _________ %
. a ,  Common c a r r i e r  % o f  tru c k  t o t a l
bo Buyer°s tru c k  __________ %
Co S e l l e r 's  t ru c k  %
do F re ig h t charges
lo  Average charge p e r  GOT? $ 
io  Payment o f  f r e ig h t  charges 
a ,  Buyer _________ %
b 0 S e l l e r  ; %
Co Middleman __________ %
7. S e ll in g  s e rv ic e s  p ro v id ed  I  e heel
a .  T echn ica l a s s is ta n c e  ^
b . Claim s e t t le m e n t 
Co P rom otional a s s is ta n e e _  
do O ther ( s p e c ify )
IVo Procurem ent P ra c t ic e s
A, Buying p a t te r n s
lo Montana lumber 
2» Other: ( s p e c ify )  (k )
B„ S u p p lie rs
lo S u b s id ia ry  m il ls  _________ % 1965 d o l l a r  p u rchases
2 o Independent m il ls
a 0 S in g le  ow nership ■ %
b 0 Large c o rp o ra te  m i l ls  _ _ _ _ _ _ _ _  %
Co O ther middlemen _ _ _ _ _ _ _  $
3o T o ta l number o f  s u p p lie r s  in  1965
Co O rdering  methods
lo  C a ll o u t _________ %
2o C a ll in  from s u p p lie r  _________ $
3 . S u p p lie rs  a v a i l a b i l i t y  l i s t  %
Vo Communication
Ao W holesaler to  p roducer
1„ Frequency o f  c o n ta c t _________ tim es p e r  week
a .  For o rd e rin g  __________ % °^  c o n ta c ts
b. For in fo rm a tio n  _ _ _ _ _ _ _ _  %
e . Combination %
1 0 8
2 0 Method o f c o n ta c t 
a « Phone
b. P e rso n a l 
co O ther
Bo W holesaler to  custom er
1„ Frequency q f  c o n ta c t 
a» For s e l l in g  
b„ For in fo rm atio n
e . Combination 
2o Method o f c o n ta c t 
a .  Phone 
b„ P erso n a l 
e„ O ther
T o ta l number ©f custom ers
% o f  c o n ta c ts  
%
%
tim es p e r  week 
% o f  c o n ta c ts  
%
%






School o f  F o re s try  
U n iv e rs ity  o f  Montana
Q u estio n n a ire
R e su lts  o f  Ranking
lo  Management O b jec tiv es
a 0 T o ta l s a le s
bo T o ta l p r o f i t
c . S t a b i l i t y
d „ Growth
e . R ate o f  re tu rn
f .  In v en to ry  tu rn o v e r
2 . P r o f i t a b i l i t y  r a t in g  o f  custom ers
P o in ts
a .  R e ta i le r s  ______
b 0 O ther middlemen
Co C o n tra c to rs  ______
do In d iv id u a ls  ______
e . O thers
3« P re fe re n c e  r a t in g  o f custom ers
P o in ts
a 0 R e ta i le r s
bo O ther middlemen
0 0 C o n trac to rs
do In d iv id u a ls
e 0 O thers
l*o P r o f i t a b i l i t y  r a t in g  o f  s u p p lie rs
P o in ts
a 0 S u b s id ia ry  m il l  ______
bo S in g le  ow nership ______
Co L arge c o rp o ra te  m i l l  ______
d„ O ther middlemen ______
e . Montana s u p p l ie r  ______
£o P re fe re n c e  r a t in g  o f  s u p p lie r s
P o in ts
a .  S u b s id ia ry  m il l  ______
b„ S in g le  ow nership m i l l  ______
Co Large c o rp o ra te  m i l l  .
d . O ther middlemen '
e o Montana m il l
P o in ts
110
Buying m otives
P o in ts
a . M arket s p e c u la tio n
bo O rders
0 0 In v e n to ry  rep lacem ent”
do O ther ( s p e c ify )
O rder placem ent
P o in ts
a . P r ic e
bo S u p p lie r  lo c a t io n
Co D e liv e ry  r e l i a b i l i t y
do Q u a lity  gu aran tee
e„ Patronage
fo Cash d isc o u n ts
g* Commissions
ho Mixed e a rs
i . L ess th an  c a r - lo a d  l o t s
d* O ther ( s p e c ify ) .n.w,,,,,: H’.nm tt.
In fo rm atio n  d e s ir e d  from s u p p lie r
P o in ts
a . In v e n to ry  on hand
bo F u tu re  p ro d u c tio n
c . P o s s ib i l i ty  o f  new p ro d u c t
do S p e c ia l ly  p r ic e d  item s
e , D e liv e ry  tim e
fo P r ic e  l i s t
g» T echn ica l in fo rm atio n
ho O ther (sp e c ify )
9» In fo rm a tio n  d e s ire d  from custom er
P o in ts
a„ F a s t s e l l i n g  item s ______
bo Need f o r  new p ro d u c t _ _ _ _ _
Co New u ses  f o r  e x is t in g  p ro d u c t
do Outlook f o r  demand in c re a se
Be F u tu re  needs o f  custom ers
fo O ther (s p e c ify )  _ _ _ _ _
